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FAILURES. 


The failures for the first half of the year were 6,004, as com- 
pared with 5,510 for the same period last year, an increase of 494. 
The liabilities, however, for the first half of the present year, show 
a marked decline, amounting to seventy-four millions, while they 
were one hundred and twenty-four millions for the first half of 1884. 

These figures show a marked decrease in the amount of liabili- 
ties between the two periods compared of fifty millions. This is 
the only pleasant feature about the statement. What these failures 
mean may be feadily left to our readers—competition, over- 
production, heavy business expenses, and a small amount of 
trade. They also mean capital destroyed and consumed. And how 
does this come about? The manufacturer sells to the commission 
house or to the jobber, and the jobber to the retailer, and he to 
the consumer. The consumer does not pay his bills in conse- 
quence of lack of work and money, the retail dealer cannot pay his, 
nor the jobber his, and the manufacturer, too, finally, goes under. 
Thus a series of failures occur which are linked together. This 
loss of capital is a kind of hard and unwelcome equalizer of the 
wealth of the world. It will not do to suppose that all. these 
losses have occurred through rascality or improvidence. Many of 
the debts were contracted honestly with the best intention of pay- 
ing, but failure to obtain work and sell goods, and a general shrink- 
age of prices, adversity of one kind or another, fires, unfortunate 
accidents, and the like, have prevented debtors from paying, and so 
this gloomy mountain of losses appears. 

First of all it may be remarked that these losses are borne by 














82 THE BANKER’S MAGAZINE. [ August, 


capital. They do not come out of the man who has nothing. It is 
also true that somebody gains by this transfer of it. The con- 
sumer gets the most of it in the end. Yet he would be a much 
happier man if he could pay his bills as in former times, and 
keep them within reasonable limits, rather than accumulate them, and 
finally square accounts by not paying at all, or by paying a portion. 
Anyhow, he gets what others loose. If he did not, then, in many 
cases, he would starve or subsist only by the charity of others. 
These losses, however, extend to all kinds of business, and effect 
all classes in manifold ways. The indebtedness of the consumer, as 
we remarked, is to the retailer. His indebtedness is largely to the 
jobber or to the banks, or to friends who have loaned him money. 
The jobbers’ indebtedness is to the commission house or the manu- 
facturer, or to banks. With the commission house the loss is essen- 
tially of the same character as that of the jobber. With the manu- 
facturer his indebtedness is to the banks and to the owners of raw 
materials. If this raw material be owned by the sellers, they are the 
losers. If sold on consignment, then the loss finally extends back 
to the farmer who owns the wool, to the planter who owns the cot- 
ton, and to the pig iron manufacturer, and so on all around. Thus 
the losses which we are now sustaining are distributed in a gen- 
eral and wonderful way, and, of course, in many instances are se- 
verely felt. While this is true, they would be felt far more severely 
if distributed otherwise. The banks probably of all classes of losers 
can best afford to lose, because in the main the losses come out of 
a surplus which is accumulated for this very purpose. 

The cheerful side of this dismal story is, if we can fairly say that 
it has a cheerful side notwithstanding these heavy losses, the wealth 
of our country is constantly augmenting. The balance sheet of every 
year shows a goodly set of figures on the right side, and so long 
as they are on the credit side we need not despair and lose heart, 
and believe that the country is “going to the demnition bow-wows,” 
We can survive these heavy losses a while longer. It cannot be 
said, by any stretch of imagination, that they are cheerful to con- 
template, nevertheless we are making progress. We are surely add- 
ing to our wealth, and therefore abundantly able to bear the losses, 
heavy as they have been. 

Messrs. Dun, Wiman & Co. say in their semi-annual report, that 
it “would be manifestly unsafe to regard the diminishing import- 
ance of the failures as a sign of a return to more prosperous times, 
so much disappointment having been experienced in the past. Pre- 
dictions, apparently well founded, have been so utterly discredited 
by the events, that he would be a brave man who would now 
undertake to prophesy an early return to a better state of things. 
For, notwithstanding that all the elements of great prosperity are 
in sight, and that conditions more or less favorable exist in almost 
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all departments for the profitable prosecution of business, yet the 
one thing wanting seems never to be attained, and the seasons go 
by, im which the almost universal report is dullness, want of profit, 
and prospective depression. Yet it is impossible to conceive that 
this state of things should become chronic, in a country like this, 
while everything favors an improved condition. Therefore, it would 
not be surprising if, with the lessened indebtedness which it is our 
good ‘fortune to report, there should follow a conclusion that busi- 
ness has a much more hopeful prospect just now than for some 
years past.” 
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RAILROAD DIVIDENDS. 


Even the best railroad lines are now experiencing 4 great shrink- 
age in their net profits. Those who are dependent on them for 
living feel the effect of the diminished returns keenly. How long 
this state of things will continue no one can foretell. The causes 
are by no means obscure. The hard times, diminished business, 
fierce competition between rival lines, account for the shrinkage. 
But we propose to say something concerning the nature and justi- 
fiableness of this competition in certain quarters. When the new 
lines were added between New York and Chicago, it was well enough 
known there was no occasion for them growing out of a lack of 
existing transportation facilities. There were enough roads to trans- 
port every ton of freight and every passenger. They had, therefore, 
no justification in reason, and were built simply to sell. They were 
gigantic speculations and nothing more. The existing roads were 
wise in seeing the danger and in trying to preserve the value of 
their properties. They sought to make rates and to abide by them. 
Not a very high degree of sense was required to teach the com- 
panies that if there was not business enough for all, it was better 
to transport what there was at a fair and uniform price, than to 
transport it at a loss. So combinations were formed which were 
justified as clearly as any combinations that ever existed. Unhappily 
for some of the parties who formed these combinations, they en- 
deavored to be much smarter than the rest, so while attempting to 
get all they could by virtue of this arrangement, also attempted to 
get more beside by violating it. We need not single out the parties 
who deliberately from time to time violated this arrangement. They 
are well known to the entire country. It was the old story over 
again of trying to be smarter than your neighbors in getting more 
than a fair share. The result was just what was clearly foreseen 
in the beginning. Those who entered into the combination in good 
faith, getting tired of the repeated frauds and deceptions practiced 
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on them, finally withdrew from the pool and competition then began 
with great fierceness, resulting in the transportation of a vast num- 
ber of persons and a great deal of freight at no profit whatever. 
This has put an end to dividends and brought things to a crisis. 

The violators of the agreement now perceiving what their con- 
duct has brought on themselves, are, it is said, desirous to restore 
rates and to abide by them, and this it is hoped will be done. | 

Railroads are no exception to other roads doing: business in the 
world. They ought not to expect to get more than fair returns on 
their property, and to these they are clearly entitled. In some cases, 
however, they have tried to get more by engaging in stock water- 
ing and other harmful practices, and these have brought on some 
of the miseries from which they are now suffering. 

Another mistake has been made in bonding their roads so heav- 
ily. This matter we have discussed in another connection. A large 
load of debt over a railroad company is a serious thing. After the 
panic of 1873 set in, thousands of individual fortunes were lost in 
consequence of heavy mortgages existing on their real estate. Hav- 
ing declined beyond the value of the margin there was nothing 
left for the owner, and the property was foreclosed and sold. Mort- 
gages to a small extent might have been easily carried and paid 
out of the rents, but heavy calls proved too heavy, so all was lost. 
Railroad companies have been indulging too freely in the same 
kind of policy. They have bonded their roads too heavily, and 
thus subjected them to a great risk. The nature of this risk they 
are now experiencing. Those who are able to survive the times 
ought, whenever prosperity returns, to begin the reduction of their 
fixed indebtedness, and thus be better prepared for business de- 
pressions whenever they occur, for they are likely to be repeated 
after brief seasons of prosperity. Much as we regret to have the 
bad times come, they appear to be inevitable, and the wise admin- 
istrators of great corporations, like the captain of a ship, should 
always be prepared for a storm. One part of that preparation con- 
sists in reducing the fixed indebtedness, even of the best com- 
panies, far below the amount now existing. When this is done, 
they will move through times like these more easily, and will be 
more sure of protecting their property and sustaining the best in- 
terests of their stockholders than they can by maintaining their 
present course. We trust that the lessons which the present and 
former depression have taught will not be thrown away by these 
great corporations. Persons who depend on them for an income 
are so numerous that a safer policy is in order. By so doing we 
are sure that the best interests of all will be better conserved. 
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WEBSTER AND FINANCE. 


[CONCLUDED FROM THE JULY NUMBER. | 


It is not too much to say that few measures of a financial char- 
acter have, in the history of the Government, produced so much 
warm blood and violent controversy in and out of Congress as this 
single act of the President. Even thee veto, as important and far- 
reaching in its effects as it was, did not begin to assume in the 
proportions of its results the prominence of the removal of the 
deposits. 

In accordance with the requirement of the Act incorporating the 
Bank of the United States, the Secretary of the Treasury was called 
upon to submit to Congress the reasons for his act in removing the 
deposits, which he did on the 3d of December, 1833. The report 
was referred to the Committee on Finance, of which Mr. Webster 
was a member. A report from this committee was submitted to 
the Senate, February 5th, 1834; the report was penned by Mr. 
Webster. In it he undertook to define the powers of the Secre- 
tary in the matter of removal. The Secretary claimed unlimited 
power by the terms of the charter. Mr. Webster, upon the same 
authority, considered the Secretary simply as an agent of Congress. 
The public moneys were to be considered safe in the custody of 
the bank until such time as, for good and sufficient reasons, Con- 
gress should decide otherwise. The Secretary was at liberty to sub- 
mit his reasons at any time he thought he saw sufficient cause for 
the exercise of the power; but he had no authority, direct or by 
implication, for the self-appointed use of it, when Congress was in 
condition to consider the question. This ground Mr. Webster as- 
sumed and maintained with unusual fervor, presenting the legal as 
well as the common-sense aspect of the case. And he found him- 
self with the majority. 

It may be said that Mr. Webster took leave of the subject of 
the National Bank in his speech of March 18th, 1834, in which 
he introduced a bill to continue the Bank of the United States 
for six vears, and providing for a restoration of the deposits. 
The accompanying remarks were in the same vein as his other 
addresses on the same subject, only warmed and intensified by time 
and the apparent distress into which the country had been so need- 
lessly plunged. The bill, although timely and well calculated to re- 
lieve, if not to remove, the prevailing distress, did not become a 
law, and thus failed the last important attempt to maintain the Bank 
of the United States. 

After the transfer of the public funds to certain of the State 
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banks, it became necessary for Congress to frame regulations con- 
trolling such funds, and in this matter Mr. Webster became a safe ad- 
viser. Some of the most important provisions of this bill were in- 
troduced by him in the form of amendments; among others was 
one requiring that all checks drawn by the Treasurer against the 
deposit banks, should be payable in gold and silver if so desired by 
the drawee. The spirit of this amendment had been so far violated 
that it was common practice to draw checks payable in “current 
bank bills.” The circulation of the Bank of the United States had 
not yet entirely disappeared from public channels, but was still ex- 
ercising a salutary influence upon the general circulation. However, 
this institution had been condemned, and was shortly to go out of 
existence, so that its present influences would soon cease to oper- 
ate, and the nation would be forced to take up with whatever the 
State banks might choose to offer in the way of a circulating me- 
dium. It was a wise foresight then that dictated such measures as 
would tend to maintain the integrity and security of so important 
an element in our commercial economy as the medium of exchange. 
Webster foresaw the evils of the almost certain reaction from the 
wholesome restraints of the National bank, so long continued, and 
was providing for the emergency. In truth, he was troubled, deeply 
troubled, that so beneficent and widely valuable an_ institution 
was permitted to end its existence in such a manner and by such 
means; and his only remaining desire was to preserve in some form 
in the institutions that were to succeed it some of its most valu- 
able regulations. Notwithstanding the internal embarrassment and 
distress brought about by the unwise and precipitate action of the 
administration in suspending the bank charter and removing the 
deposits, the commercial relations of the country continued pros- 
perous. Trade with other countries was constantly on the increase, 
and a revenue of gigantic proportions flowed into the Treasury. 
The tariff Act of 1828 was, no doubt, largely responsible for this 
exeessive revenue, although added to this, the increase of our for- 
eign trade was not a small factor. Then, the sale of public lands 
had reached a marvelous development. The income from this 
source alone, augmented by a well-considered scheme of internal 
improvements, was almost phenomenal. The Treasury was burdened 
under this increased financial weight. The deposit banks, few in 
number, were distressed and harassed in their endeavor to cope 
with the situation. In a return made to Congress by the Secretary 
of the Treasury in March, 1836, of the condition of the deposit 
banks, it was found that for every six dollars of indebtedness these 
banks held only one dollar in specie, and that they owed the Gov- 
ernment alone more than three times their entire specie reserve. 
And it was further revealed that among its investments under the 
head of “other investment” were included items of a speculative 
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and personal nature, which led Mr. Webster and others to the be- 
lief that so large a fund was not safe in such hands. As Mr. 
Webster said, there was cause for alarm, and he did not fail, as op- 
portunity offered, to remind Congress and the country that the 
“experiment,” as it was called, was not a decided success. It was 
clear to everybody, even to the friends of the administration, that 
something ought to be done to find an outlet for the surplus in 
the Treasury. On the 31st of May, 1836, a “bill to regulate the 
deposits of the public money” being under consideration in the 
Senate, Mr. Webster moved, by way of amendment, as an additional 
section, that after the first day of January, 1837, all money in the 
Treasury, after reserving a certain sum (the exact amount to be 
thereafter fixed) “shall be divided among the several States in pro- 
portion to their respective amounts of population.” The amend- 
ment provided that the payments should be made quarterly to 
properly authorized parties, and subject to repayment in case Con- 
gress should at any time require it. In urging the consideration of 
his amendment, Mr. Webster briefly reviewed the causes which led 
to the unusual accumulations in the Treasury, and maintained that 
it was preventable if Congress had not been hampered and nega- 
tived by an uncongenial President. Certain measures for internal 
improvements might have been put in operation; the tariff could 
very wisely have been modified, and certain schemes for internal 
and foreign commerce equipments could have been encouraged with 
profit to the nation. Nothing of the kind having been done, how- 
ever. it remained to be seen in what manner and how wisely the 
surplus could be disposed of. While he deprecated any action look- 
ing to its distribution among the States that would have the least 
semblance of permanency leading the States to expect similar bene- 
fits in the future, yet he thought he saw in the measure, for the 
time being, a safe and efficient expedient. The amount that it was 
safe to distribute, according to Mr. Webster's estimate, was $ 40,000,000, 
Mr. Webster’s amendment prevailed, and the existing difficulty was 
removed. The first three payments were made to the respective 
States according to the tenor of the agreement, but before the 
fourth and last became due, the country was enveloped in the dark 
cloud of specie suspension. , 

The situation at the close of Jackson’s administration was in no 
sense a surprise to Mr. Webster and those that followed his lead. 
No sooner had the last lingering influences of the Bank of the 
United State expired than it was found that the finances of the 
country had no sure basis to rest upon. The circulating medium 
was of a heterogeneous type, and gold had disappeared to that ex- 
tent that little or no reserve was held with which to redeem the 
outstanding obligations of the banks. There was no unity even 
among those banks acting as Government depositories, and conse- 
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quently little or no fraternity of feeling or systematized action 
among any of these organizations. The Treasury was the only vis- 
ible financial head of the system, and that was, in a way, under 
the control of its subordinate members, inasmuch as its funds were 
in the hands of a few banking institutions. The true situation of 
things could not have been but apparent to every discerning mind. 
This knowledge necessarily led to a distrust, and out of distrust 
sprang—as is always the case—the elements of disorder. The sus- 
pension of 1837 was not, then, unannounced. 

After the advent of the new administration the situation became 
so Critical that Mr. Van Buren deemed it best to call an extra ses- 
sion of Congress to devise means of relief. The finances were dis- 
ordered, the country prostrate. Naturally, many expedients were 
suggested; many, perhaps most of them, were incomplete or im- 
practicable. Among other measures of relief, so intended by the 
Originators, was one proposing to withhold the fourth payment of 
the surplus revenue. To this measure, which came up among others 
for consideration on the 14th of September, 1837, Mr. Webster op- 
posed decided objections. The burden of these objections was—and 
it illustrates the pure sense of equity in Mr. Webster—that inas- 
much as the action of the Government had amounted to a pledge 
to the respective States, upon which the States had acted in good 
faith, and in many cases had entered into contracts for internal im- 
provements and similar outlays on the strength of such pledge, the 
Government would do a greater injury and create a greater disturb- 
ance by withholding the final installment, than it would suffer in- 
convenience to itself by its payment. He showed how, by means of 
bank transfers in the several States, the amount of funds required 
for the payment could be made available without the actual em- 
ployment of enough real money to affect the financial equilibrium 
to a sensible degree. And then he apparently feared quite as much 
from the moral effect of the withholding as from any other cause. 
It would be an additional disturbing element amid conditions al- 
ready deplorable enough. In case the Government was in need of 
money in an emergency, it had, of course, the right of taxation at 
its disposal, by means of which the States could be led to respond 
through legitimate channels. 

We find quite clearly brought out in this connection Mr. Web- 
ster’s deep respect for a contract, even though it be as between a 
government and its people. Repudiation, or any of its allied evils, 
could not long stand before the searching gaze of such principles as 
Webster promulgated. 

To step back a little in the order of time, we find that on the 11th 
of July, 1836, the Secretary of the Treasury issued a circular to the 
receivers of public money and to the deposit banks, ordering the 
same to receive in payment for public lands, “after the 15th day of 
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August then next,” only “gold and silver, and, in the proper cases, 
Virginia land scrip.” 

On the 21st of December a resolution introduced by Mr. Ewing, 
of Ohio, to rescind this order of the Treasury, came up for consid- 
eration. The measure from the first had aroused Mr. Webster’s in- 
dignation, and so when this resolution in opposition afforded him 
the opportunity, he was only too glad to take the floor. The speech 
which followed was a clear and admirably phrased statement of what 
constitutes the essential elements of a well constituted, vigorous and 
lasting circulating medium. He does not retract anything from his 
formerly expressed convictions as to what he considered the only 
legal tender. Gold and silver alone have this element, and that pre- 
eminently. With him there was no division of*sentiment or author- 
ity on this point. But he maintained with no less fervor that that 
is the best circulating medium (note the distinction) which is 
most convenient and best adapted to the facilitating of exchanges. 
Consequently he regarded checks, drafts, bills of exchange in their 
various forms, and, in its proper place, and surrounded by proper 
safe guards, paper currency, not only as best and safest, but abso- 
lutely essential in the multifarious far-reaching transactions of the 
commercial world. It sounds a little strange to us living a half 
century remove from the time this argument was used, to hear the 
essential qualities of what now constitutes nine-tenths of our ex- 
change medium defended. 

With us the argument has gone to the other extreme, and we do 
not have to look far to find those who maintain that we could do 
without any other medium than that furnished by the bill of ex- 
change in some of its forms. This only goes to show with what a 
master mind Webster was endowed, that he could so forecast the 
future as to formulate and expound those enduring principles which 
were to develop to their full fruition only after he was dead and 
gone, and which would abide and increase and bless mankind. 

Webster went so far as to attribute the cause of the crisis of 
1837 almost solely to the derangement in the exchanges brought 
about primarily by the extinction of the Bank of the United States. 
And the views of the Jackson Administration on this point were so 
narrow and selfish that it was unwilling to place itself as regards 
its revenue on the same footing with the industrial enterprises of 
the country. The sentiments put forth in Mr. Webster’s speech on 
the specie circular carried conviction into many quarters where had 
existed doubt and distrust. 

It seems very plain in the light of history that during this period 
of disturbance, and in opposition to the fact that the bank had been 
refused a charter, the commercial world was very decidedly in favor 
of a National bank. On the 8th of February, 1837, Mr. Webster pre- 
sented to the Senate a petition in favor of such an _ institution, 
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signed by fifteen hundred mercantile houses in the city of New 
York. In presenting the petition, Mr. Webster took occasion to 
make a few remarks, which are chiefly significant in that they were 
prophetic. After alluding to the open antagonism to a bank in 
government circles, he predicts a change sooner or later in public 
Opinion. “That there will be such a change I fully believe; it will 
be brought about, I think, by experience and sober reflection among 
the people.” It took twenty-five years to bring about the fulfill- 
ment of this prediction, although Mr. Webster was confident that 
“ five-sixths of the whole mercantile community” was of the opin- 
ion “that a National bank is indispensable to the steady regulation 
of the currency, and the facility and cheapness of exchanges.” 

The crisis of 1837 evas widespread and severe, and when Congress 
convened on the 4th of September, at the call of the President, it 
found itself confronted by weighty problems of finance. It was at 
this session that it was voted to withhold the fourth installment of 
the surplus revenue at the recommendation of the President; and 
in further conformity to the executive recommendation, a bill was 
introduced into the Senate “imposing additional duties as deposit- 
aries, in certain cases, on public officers.” To this bill an amend- 
ment was offered providing for the repeal of that part of the reso- 
lution of the 30th of April, 1816, which authorized the receipt of 
notes of specie-paying banks in payment of public dues. 

During the pendency of the amendment Mr. Webster addressed 
the Senate on the general subject of the finances. This speech, and 
that delivered at Niblo’s saloon in New York on the 15th of March 
previous, on the same general topic, are considered by many as 
masterpieces of their kind. They embody no new arguments, since 
his views had been frequently made known on the various topics 
considered, but they present in one grand procession all that was 
convincing in anything he had previously uttered on the subject. He 
laid particular stress, in his Senate speech, on the constitutional 
prerogative of Government in regulating the currency of the country 
and upheld gold and silver as the only legal standard of value. A 
National bank was still, in his opinion, the only correct thing legally 
or practically; and an irredeemable paper currency was not to be 
thought of fora moment. There is no better reading for one who 
wishes to inform himself upon the state of affairs at this juncture 
than the two addresses above mentioned. 

It was at this extra session that the famous Government plan of 
finance was first introduced. It is usually called the “ Sub-Treasury 
system.” Its purpose was to restrict the receipts and disbursements 
of Government to gold and silver, regardless of the general medium 
of the country, and to the exclusion, even, of bills of exchange and 
checks. As Edward Everett has said “if the attempt could be 
forced through, it would be like an attempt on the part of the Gov- 
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ernment to make use of the ancient modes of travel and convey- 
ance, while every citizen in his private affairs enjoyed the benefit of 
steam navigation and railways.” 

Of course, Mr. Webster opposed any such scheme from its incip- 
iency, and the country was not a little surprised that it received the 
support of Mr. Calhoun. An opponent of the financial policy of 
Jackson’s administration, it was hoped and supposed he would sus- 
tain the sentiments of the country at large, which were very pro- 
nounced as opposed to the Government. He defended the Govern- 
ment plan at various times, and during the winter session of 1837- 
38 he delivered an elaborate speech on the subject, to which Mr. 
Webster felt called upon to reply. The reply was in every way 
worthy the time, the subject and the man. A finer combination 
of eloquence, logic, sarcasm and denunciation are not often met 
with. As an illustration of the intrinsic worth of the matter pre- 
sented, as estimated by one well qualified to pronounce an opinion, 
we quote the following from Everett’s life of Webster: “Not long 
after the publication of this speech, Lord Overstone, then Mr. 
S. Jones Lloyd, one of the highest authorities upon financial subjects 
in England, was examined upon the subject of banks and currency 
before a committee of the House of Commons. He produced a 
copy of the speech of Mr. Webster before the committee, and pro- 
nounced it one of the ablest and most satisfactory discussions of 
these subjects which he had seen. In writing afterward to Mr. 
Webster, he spoke of him as a master who had instructed him on 
these subjects.” 

Mr. Webster’s denunciation of the men and instrumentalities by 
which the existing condition of things had been brought about 
was most severe. He faced the enemy and declared him to be an 
enemy, and he did not fear to employ epithets to express his mean- 
ing. Evidently his indignation had been wrought to its highest ten- 
sion by means of the long train o. disasters which had followed 
upon the foolish manoeuvres of an headstrong administration. In 
the course of the two speeches which he delivered on the Sub- 
Treasury system, occupying about one hundred pages of printed 
matter, he reviewed substantially the arguments presented on other 
occasions, except that they were much more elaborate and more 
strongly fortified by practical incidents and historical references. His 
eloquent presentation of the worth and use of the credit system 
in the financial operations of a nation is beyond comparison strong 
and truthful. How it would have delighted his heart to have 
known the actual outcome of this system as seen to-day in its 
fuller development! What are the evil effects resulting from the 
use of an irredeemable paper currency in our time which he did not 
most faithfully predict in this address? Name, if possible, any of 
the benificent results of the right use of a National system of cur- 
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rency, viewed from our standpoint, which he did not actually men- 
tion! Define, who can, the constitutional prerogative of Govern- 
ment in matters of revenue and the currency, so that a _ better, 
clearer light shall shine upon the subject! Or where shall we look 
for a moral code establishing the rights and equities of a nation 
and its people the inspiration of which could not have emanated 
from the utterances of Webster? 

Such in our humble estimate is the position occupied by Webster 
in framing and expounding the first principles of our highly-valued 
system of finance. And while that system lasts, and we are par- 
takers of its ripe fruits, may it be our joy to call to mind often 
the master hand who wrought for us before we were conscious of 
our needs. WM. WOODWARD. 









MEXICAN FINANCE. 


Mexico has followed in the wake of several countries south 
of the Isthmus in suspending payment of its debts. Probably this 
could not be helped. If we are to believe the reports that have 
been received, we do not see how the result could have been post- 
poned. When President Diaz left his office the first time, the 
Treasury was in a sound condition, and on resuming power four 
years afterward, he found the Treasury depleted, and grave finan- 
cial questions confronting him. He found the public revenues bur- 
dened with heavy charges which must be continued for a long 
time. At present the total percentage of all kinds weighing on the 
current revenues of the country are not much short of one-half 
the public income. 

Mexico doubtless needed railroads, but when the Government in- 
augurated the policy of subsidizing them, it was evident she was 
assuming larger burdens than she could safely carry. The wonder 
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on the whole is, not that she is compelled to stop, but that she- 


has been able to pay so much. France has been indulging in the 
same business to an alarming degree, and so have very many of 
the South American States. The latter in many instances have sus- 
pended payment, repudiated, and in some cases compromised, and 
in others, matters are unsettled. Brazil is on the edge of bank- 
ruptcy, and will probably follow in the wake of Mexico. The course 
of Mexico is, therefore, not an exceptional one. If she is in a bad 
way, she can possibly get a little comfort in thinking that her 
South American neighbors have indulged in the same kind of lux- 
ury as herself and with similar results. She has succeeded in build- 
ing her railroads, and will probably succeed in not paying for 
them. Looked at from one point of view, this will doubtless be a 
good thing. She certainly needed the railroads and she has them 
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but the creditors will by no means be so happy. A good deal of 
Boston money has gone into these enterprises: but, on the other 
hand, Boston people have a very firm grip on their railroad, and 
if there is any money to be made out of it, they will get it. The 
English creditors of the Mexican Government who have so kindly 
loaned large sums, are by no means in as good a condition. With 
the exception of those who own the first railroad built in the 
country, they have not much to show for their investments, and we 
greatly fear they never will have. It is rather grim to read, that 
“an honest equitable adjustment of the foreign debt of this country 
will do more to revive the confidence of the civilized world in 
Mexico than any other measure which can be projected by the Gov- 
ernment. In this case honesty is extremely good policy.” How 
repudiation can be regarded as an honest transaction is one of 
those singular statements which is amusing and confounding, es- 
pecially to the moral philosopher. Moreover, how it will help the 
credit of Mexico is not so easily perceived. How Mexico can re- 
lieve herself of burden by throwing it off, saying she will not as- 
sume it, we can readily understand; but we should suppose that 
persons in the future would be a little slow to lend any more money 
to assist such a Government. We should suppose that such an act, 
instead of reviving the confidence of the civilized world, would 
very effectually extinguish it. Possibly Mexico may prove an excep- 
tion, and the failure to pay her debt may operate to revive the 
confidence of the civilized world in her ability and intention to pay 
in the future, but this surely would be contrary to all former ex- 
perience in ‘the history of nations. 

We do not see how Mexico could do otherwise. She is simply 
bankrupt and unable to pay. The people are paying all the taxes 
they can bear. The President is conducting the Government with 
due regard to economy. Salaries and all public expenditures that 
can be lightened have been reduced. He has set the example 
by reducing his own salary one-half—from $30,000 to $15,000. If, 
with such a policy he is unable to make both ends meet, then part 
of the debts must go unpaid, that is all that can be said. It is a 
matter to be regretted, but one that was to be expected when cred- 
itors loaned so freely to the Mexican Government. They must have 
seen that they were engaging in a risky business, the full measure 
of which they now understand. It is to be hoped that Mexico will 
extricate herself at an early day, and that in no event the Govern- 
ment will relapse into the anarchy and lawlessness which have marked 
her history until within a short period. The railroads are great 
civilizers, and if they have the effect of bringing the Mexican people 
under better subjection to law, or in other words, enable the Gov- 
ernment more effectually to preserve order, other parts of the world 
may contribute something toward the cost with greater equanimity 
than if no results whatever had been accomplished. 
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A BANKRUPTCY CASE, 


A decision has been recently rendered by the Supreme Court of 
New York, at special term, with respect to the assignment of Hal- 
stead, Haines & Co., of more than ordinary importance. In 1884 
an individual and joint assignment was made. The preferences 
amounted to $409,000, including $24,800 to a brother, $20,000 to a 
son, $11,000 to a sister, $4,900 to the estate of Wm. M. Halstead, 
$ 102,000 to the estate of the father of one of the partners. The 
assets were more than sufficient to pay the preferred debts in full, 
and a suit was brought to set aside the assignment on _ several 
grounds. The first was the insertion of sums due to preferred cred- 
itors in excess of that actually owed them. Thus it was shown by 
the books that the debt to Robert was only $20,278, instead of 
$24,800, the amount for which he was preferred. This excess was 
not disputed on the trial, and it was also conceded that Drexel & 
Co. were preferred for $7,456 more than was due them, and that, 
in all, some $11,000 more than the actual debts of the firm to va- 
rious preferred creditors were included in the preference. On the 
part of the defendants it was claimed that these were unintentional 
errors; but, if so, they were not corrected until after the full amount 
of the preferences had been paid over to the attorney representing 
the preferred creditors, and the excessive payments, as we are given 
to understand, were not restored until after suit was brought, Sep- 
tember 10, to set aside the assignment. Another ground was that 
the preference to the “estate” of Wm. M. Halstead was, in part, a 
secret reservation to Mr. Halstead, one of the partners, whose inter- 
est was one-fourth of the estate. 

It is very clear that if the decision of the -judge is sound, the 
door is widely open to the concealment of bankrupt assets. If the 
decision of the court should be sustained on final appeal, it would 
be a very easy matter to conceal the estate of bankrupts. The 
judge seems to hold that, in a case like this, fraudulent intent must 
be established by the party bringing the suit, but this requirement 
is a very exacting one. It is true that this house was of long stand- 
ing, and had borne an honorable reputation, nevertheless facts were 
brought out at the trial relating to the conduct of their business 
during the latter portion of their career, which were certainly of 
very questionable character. They made representations to R. G. 
Dunn & Co., concerning the value of their property, at different 
times, which were far from the truth, as revealed from subsequent 
examinations of their books. If guilty of such misrepresentations, 
is not the inference quite strong that in the making of preferences 
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they would be actuated by no higher principles? This decision of the 
Supreme Court may well excite a considerable degree of anxiety, 
and, if sustained, ought to hasten the enactment of a National 
bankrupt law, which would prevent the sustaining of preferences 
colored with so much suspicion and doubt. 
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MR. FISH’S FATE. 


“Mr. Fish has finally concluded to take his punishment.” The 
fate that has finally overtaken him is as impressive as the above 
remark, made by him after the last hope was gone, is ludicrous, 
and yet when one thinks how few of the many rogues of the 
country are legally prosecuted and brought to judgment, the remark 
of Mr. Fish is nct so unusual or singular, after all. 

The greatest criminal in this sad affair is yet living a pretty 
comfortable life in Ludlow Street Jail, and possibly may continue 
to live there until released. A year has passed away since his ras- 
cality came to the full light of day, and his trial is as far off as 
ever. Not that his case is by any means exceptional, but rather is 
in the well-known course of criminals. It is true that men like 
Ward and Fish are visited with pretty severe judgments, inflicted by 
their fellows and the press, and it may be that these judgments are 
more severe and telling than those inflicted by the officers of the 
law. Yet the fact will not be questioned that notwithstanding the 
existence of laws concerning crime, broad and general enough to 
include every form, shade and variation of it, the great rogues too 
often escape, and only the smaller and friendless suffer. 

Why is Mr. Fish punished, while Mr. Ward continues to live in 
ease and comfort? The reason is because Mr. Fish was tried 
under laws enacted and enforced by the Federal Government, while 
Mr. Ward is to be tried (if at all) by the State of New York. It 
cannot escape the attention of the most careless observer that the 
Federal courts are far more effective and speedy in administering 
justice, particularly in criminal cases, than are State tribunals, and 
the reason is well understood. The Federal judges are appointed 
for life, and exercise the duties of their office with a high degree 
of independence. They are supreme, and mould the opinions and 
actions of the juries who are called to assist them in rendering jus- 
tice. So criminals are promptly tried in the Federal courts, and 
speedily punished; but in the States the judges are more closely 
related to the people, and though in most cases strictly honest, 
possess much less of that stern independence which is absolutely 
essential to the perfect administration of justice. They have their 
eye on the people. They must retain their popularity, and thus, 
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while on the one hand seeking to do their full duty, on the other, 
in all ways within their reach, seek to evade responsibility; conse- 
quently, the juries have a larger power than they have in the Fed- 
eral courts, and, unhappily, too often exercise it, not for the public 
good, but for the public harm. Hence, criminals are slowly and 
hesitatingly tried, and many of them escape. 

Some time ago, when conversing with a foreigner and lamenting 
the lame administration of justice in our country, he replied, “ How 
can you expect anything different so long as the people elect their 
judges? Will they elect persons to judge and condemn themselves?” 
The idea seemed to him quite unreasonable to suppose that the 
people would select a class of men for judges who would faithfully 
and constantly seek to administer the law in all its rigor. “In our 
country,” he continued, “where the judges are removed from the 
people, and are not dependent upon them in any way, they have 
the utmost independence in the administration of the law, there- 
fore can punish without fear or favor. Therefore,” he concluded, 
“we could not expect to have fearless and thoroughly competent 
judges until the moral tone of the people was raised so high that 
really there would be small occasion for judges at any time.” 

Those who would like to see the wealth of this country divided 
by law in order to equalize the condition of all, seem to overlook 
the fact entirely that they are quite largely responsible for the ex- 
isting condition of things. It is true that a considerable number of 
the large fortunes have been made in this country by accident, but 
a much larger number have been made in railroads and other op- 
erations, not legally, but contrary to law. Now, the division of their 
wealth, by any communistic plan, would add a second wrong to the 
first, because, if they possess ill-gotten wealth it ought to be re- 
stored to rightful owners; but to take it away from present holders 
and give it to others having no claim thereon whatever, is not to 
correct a wrong, but simply to do another. But why have these 
men been permitted to retain their wealth? Why have men like 
Fish and Ward been permitted to flourish so long? Simply be- 
cause the men who are such profound believers in equalizing wealth 
have been derelict in performing their duty. If, instead of at- 
tempting to divide and equalize the wealth of the countrv, they 
had been more solicitous in securing the election of judges who 
would faithfully administer the law, it would have been impossible 
to accumulate ill-gotten fortunes. The men thus intentioned would 
have been frustrated in the very beginning of their schemes. Men 
of the Gould stamp would have had a very brief day. The true 
remedy for these men is not to take away what they have and give 
it to others no better entitled thereto, but to visit them with the 
pains and penalties of the law, and restore their property to the 

_ parties from whom it was taken. 
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It will be a happy day for this country when the freemen awaken 
to the importance of faithfully administering the law. The contrast 
between these two cases of Fish and Ward is an impressive one, 
and it ought to make every thinking man consider what a power 
is placed in his hands for the efficient administration of justice, and 
lead him to consider how he has exercised that great trust. Let 
him consider that every ill-gotten fortune, unless spent, can be re- 
turned to the rightful owner; that every criminal can be properly 
punished ; that, in short, the faithful administration of the law is en- 
tirely in the hands of the freeman, and let him exercise his trust 
fully conscious of this great fact, with the determination that in 
the future he will not be so negligent in this regard as he has 
been in the past, and many of the gross inequalities in wealth ex- 
isting to-day shall disappear, while the criminals shall diminish in 
number as the law is more speedily and efficiently applied. 
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FINANCIAL FACTS AND OPINIONS. 


A Boston newspaper urges the abolition of the $20 per ton duty 
on flax, of which our usual annual importation is 5,000 tons. We 
see no reason why imported flax is specially entitled to exemption 
from taxation. We have no revenue to throw away, as few per- 
sons believe that the National income for the current fiscal year 
will suffice to meet the imperative requirements of the sinking fund, © 
which is the sheet anchor of the public credit. Flax can be pro- 
duced abundantly, and of all descriptions, in this country, and with 
as little labor as anywhere in the world. There is no theory upon 
which the policy of protection is maintained which does not apply 
to flax as completely as to anything else. If we are to have free 
flax for the benefit of those who manufacture it, we must have free 
wool and free iron ores. The cultivation of wheat for foreign ex- 
port has received a check, and probably a permanent one. Agricul- 
turists must look around for new crops, of which there are few 
more capable than flax is, of being enlarged in quantity and im- 
proved in varieties and in the methods of preparing it for use. 

During the five weeks ending June 20 the receipts of the New 
York Custom House consisted of $76,000 in gold, $ 3,432,000 in gold 
certificates, $ 2,871,000 in greenbacks, and $ 3,655,000 in silver certifi- 
cates. The proportion of greenbacks received has increased consid- 
erably within recent months. 

Of the market at the end of June, the Dry Goods Reporter said 
that “64s. printing cloths have declined to 3c., the lowest point 
ever reached.’ . 
7 
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Among the papers published by the British Foreign Office is an 
estimate of Sir John Lubbock that the reciprocity treaty between 
the United States and the English West Indian Islands, proposed 
by our State Department last fall and winter, would have reduced 
the customs revenues of those islands only $900,000, while it would 
have reduced our revenue $12,500,000. All the reciprocity treaties 
which we ever entered into, and all which have ever been proposed 
thus far, have been supremely foolish bargains. It is, in fact, diffi- 
cult, if not impossible, to make a good bargain of that kind, which 
involves an exchange on our part of the market of fifty-eight mil- 
lions of people, who are the greatest producers and consumers in the 
world, for markets of comparatively insignificant and little advanced 
populations. One such bargain is now pending in the reciprocity 
treaty with Mexico, which the Senate has ratified, but which has not 
yet received the sanction of the House, and we trust never will. 

The British income tax, at the increased rate of 8d. on the pound, 
will yield this vear 15% millions sterling ($75,000,000), as compared 
with four millions sterling ten years ago. 

If the Italian Custom-House returns can be relied upon, the 
drain of gold from Italy is becoming serious. During the first five 
months of 1885 the export amounted to 91,642,900 francs, while the 
import was only 2,935,700 francs, which makes the net export 88,- 
707,200 francs, or $17,341,440. 

Bismark has proposed a bill to increase the German subsidiary 
silver coinage 10,276,000 marks, equal to $2,569,000. The amount of 
that species of coinage is fixed at 10 marks fer capita, and the 
proposed increase corresponds to the expansion of the population. 
The Vienna correspondent (June 22, 1885) of the London £cono- 
mist Says: 

The Chancellor proposes to use for the purpose the stock of 
silver which has been lying idle since 1878. After this new minting 
a very small stock of the hoarded silver bullion of the Government 
will remain. 

There has been a good. deal said about the silver left on the 
hands of the German Government, when it suddenly stopped the 
sales of it, not in 1878, but in May, 1879. The amount so left has 
been frequently spoken of as large, but there was never any reason 
for believing that it was large, and it was certainly quite inconsider- 
able if a coinage from it equal to two and one-half million dollars 
will substantially exhaust it. 

In his report of December 1, last, as Secretary of the Treasury, 
Mr. McCulloch expressed the opinion that it was “safe to assume” 
that the public revenue for the fiscal year commencing July 1, 1885, 
would, after meeting the public expenditure, provide for the sinking 
fund of $48,571,861, and leave a surplus of $50,000,000 besides. 
Among other reasons for thinking so was his belief that “the un- 
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usual depression of business” could not “long continue.” Upon 
this view of an excess of revenue over expenditure, during the pres- 
ent year, of $98,571,861, he felt it to be his duty to propose very 
sweeping remissions of taxation. He suggested that the taxes on 
tobacco and beer (the latter producing annually $16,000,000) 
should be wholly removed, and that, in fact, there should be no in- 
ternal revenue, except from distilled spirits. Even that he proposed 
to cut down very largely, by exempting all distillations from fruits, 
and all alcohol used in the arts. He recommended, also, the repeal 
of the tax on bank circulation. 

In respect to the tariff, he recommended the absolute repeal of 
all duties “upon raw materials which are to be used in manufac- 
ture,” which would include wool, lumber, flax, iron ore, pig iron, Xc., 
and the reduction of duties upon all “articles used or consumed by 
those who are the least able to bear the burden of taxation,” in 
which comprehensive category it would be possible, upon certain 
constructions, to include nine-tenths of all the duties imposed by 
the tariff. 

Mr. McCulloch was by no means alone in those sanguine antici- 
pations as to the prosperity of the revenues. In the last House a 
very large vote was obtained for the repeal of the entire internal 
revenue system including the whiskey tax in all its parts. 

When the new Congress assembles in December, it will be with 
more sobered views. Instead of surpluses to be gotten rid of by 
repealing and reducing taxes, there may be a deficit to face, and 
there certainly will be, unless a halt is called in new pension bills, 
building Nicaragua Canals, buying Mexican provinces at the price of 
hundreds of millions of dollars, and giving away our customs duties 
to foreigners by the device of reciprocity treaties. 

A city contemporary, the Zzmes, of July 11, had a column leader 
against the policy of making payments on the National debt, of 
which it says that “any further continuance of them by the order 
of Congress has no justification or excuse.” Expressing the same 
thing in different phraseology, it also declared that “all thought of 
any surplus for the reduction of ‘the debt should be abandoned.” 
It is well to understand that while the great body of the people 
of every party desire, of all things, the earliest possible payment of 
the National debt, there are considerable classes and interests which 
favor its indefinite perpetuation, and a portion of whom even de- 
sire that it should be increased, as Mr. W. H. Vanderbilt has frankly 
avowed to newspaper interviewers that he himself does. There will 
be less danger from these classes and interests if their objects and 
purposes are known. They will not make an open attempt to re- 
peal the laws which establish a sinking fund, and give it a priority 
of lien upon the customs revenue. They will endeavor to effect their 
ends by the indirect methods of cutting down revenues of all kinds, 
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and by voting for extravagant expenditures of all sorts, so that there 
shall be no surplus applicable to the principal of the debt. 

The exports of wheat from India during the past three years are 
officially stated as follows: 
Year ending March 31. Cw. 


14,144,407 
20,950,495 
15,854,292 


Of this total export of 50,955,194 cwt., in three years, 24,528,351 
cwt. or rather less than one-half, were sent to Great Britain and 
Ireland. France was the next largest receiver, taking 10,280,583 cwt. 
It was the import of Indian wheat into France which was the chief 
reason assigned in the French Chambers for the law passed this 
year increasing the duties on wheat imported into France. All the 
speakers in the discussion upon the law took the ground that the 
rise in gold relatively to silver acted as a bounty upon exports of 
wheat, and indeed of everything else, from India, as the exporting 
merchants bought for silver at home and sold for gold in Europe. 
They claimed that the rise in the French duties was only a fair 
offset to this bounty. 

Poor’s Manual furnishes the following comparisons of railroad op- 
erations and gross and net incomes: 

1883. ‘1884. 
Tonnage movement 400,453,169 tons. .... 390,074,749 tons. 
Gross earnings $ 823,772,924 --+-  $770,684,908 
Net earnings 293,307,285 er 268,106,258 

During the eleven months ending May 31, 1885, there were ex- 
ported 1,073,150 trade dollars, which is from one-sixth to one-eighth 
of the number computed to be held in the United States. Dur- 
ing the eleven months ending May 31, 1884, only 225,500 of these 
dollars were exported. The recent increase in the number shipped 
abroad is doubtless to be ascribed to the discouragement of holders 
as to the passage of any law by Congress to provide for their re- 
demption at par in standard dollars. It is ‘possible that their hopes 
of such a redemption, may be revived by the fact that it consti- 
tutes a part of what is known asthe “ Warner plan” of adjusting 
the silver question. 

During the eleven months ending May 31, 1885, the favorable bal- 
ance of our foreign merchandise trade was $ 165,520,820. During the 
same months the excess of imports over exports of gold and silver, 
taking the two metals together, was only $ 4,235,561, there having 
been a net import of $18,726,033 of gold, and a net export of $14,- 
490,512 of silver. Taking the whole foreign trade in merchandise, 
gold and silver, the balance in our favor during the eleven months 
was $ 161,285,259, which, after all deductions for freight money, in- 
terest, &c., to Europe, must have reduced the principal of the debts 
we owe abroad. The desirable thing is to have all the debts we 
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owe in Europe discharged. Foreign capital is something that we do 
not want. This country has been an exploiting ground for Euro- 
pean money-lenders quite long enough. Especially ought those 
lenders to be effectively prevented from getting our agricultural 
lands within the toils of their mortgages, as they are now doing on 
an enormous scale in the Southern States. 

Reviewing the course of prices in Great Britain during the first 
half of 1885, the London Lconomist of July 4 says: 


At the beginning of the year it was hoped that the fall in the 
prices of commodities, which had gone on without interruption since 
1880, had reached its limit, and that we were on the eve of a gen- 
eral recovery. This hope, however, has not been realized. Taken 
as a whole, prices have continued to drop, and the only consolation 
to be derived from the last half-year’s record is, that it shows the 
ne to be somewhat less general and less marked than _ hereto- 
ore. 


While prices continue to fall in Europe we cannot look for any 
rise in this country in such commodities as are internationally dealt 
in. The prices of such commodities are affected by influences which 
are world-wide, and tend constantly to a level in all countries com- 
mercially connected. The present depression will finally reach its 
lowest point, although nobody can tell when, or how low the lowest 
point is to be. But when the rebound comes, it will be substan- 
tially simultaneous on both sides of the Atlantic. 

A plan for underground railways in Paris, covering an aggregate 
length of twenty-five miles, has been sanctioned by the French 
Government. The estimated cost is 210 million francs, or about 
forty million dollars. There are to be three classes of pas- 
senger service instead of one, and the maximum rates for the 
three classes respectively are to be ten, seven and four centimes 
per kilometer, the centime being rather less than one-fifth of an 
American cent, and the kilometer being about five-eighths of an 
American mile. Return tickets are to be furnished at a discount 
of twenty-five per cent. For very short distances those fares would 
be much lower than they are on American city railways, surface, 
underground, or elevated, but on long distances they would be as 
high, or even higher. The American plan, with exceedingly few 
exceptions, is to charge on all descriptions of city railways a uni- 
form rate without regard to distances. After a long trial of this 
plan, nobody in this country would think of changing it for the 
French plan, which would be wholly impracticable under our meth- 
ods. It is quite as much as the conductors of our city railways 
can do to notice everybody who gets on board and see that his 
fare is paid, without superadding the additional duty of compelling 
every passenger to leave the cars after traveling the distance 
paid for. 

The excess of the imports of gold and silver into India over ex- 
ports was as follows, during the three last Indian fiscal years: 
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Year ending March 31. Gold. Stlver. 
$ 20,545,295 eee: $ 31,167,610 


22, 763,815 vee 30,858,975 
19,295,295 we: 3,190,940 

In the above statement the rupee, in which Indian accounts are 
kept, is converted into the dollar at two and two-fifths rupees to 
the dollar, which has been the rate of exchange between them 
during the past three years. Before the depreciation of silver rela- 
tively to gold, beginning in 1873, the rate of exchange was two ru- 
pees to the dollar; in other words, the above figures of the net 
Indian imports of silver are based upon the present gold price of 
silver. The figures would be twenty per cent. higher if based upon 
the rating of silver in the dollar coinage at our mints. 

In the discussions of 1876 it was contended that, under normal 
circumstances, India had very little power of paying for and import- 
ing either of the metals, and that, in particular, it was not to be 
expected that it could thereafterwards import much silver. That 
was the view vigorously urged by Professor Bowen in his minority 
report as a member of the United States Monetary Commission. 
It was the view expressed in a minute (Sept. 22, 1876) of a reso- 
lution of the Governor in Council of India. The reasonings of the 
British Civil Commission of 1876 were distinctly and avowedly in 
the same direction. And for the whole decade, anterior to 1876, 
the London Lconomist had devoted itself, year after year, to the 
establishment of the theory that the drain of the precious metals 
to India and the East was on the point of being stopped, even 
going the length, in March, 1868, of making the following most 
amazing declaration : 

It is, indeed, conceivable that at no distant period the current of 
the metals might tend more strongly from India than Zo it. 

All these opinions were combated in 1876 by Mr. Weston, the 
Secretary of the United States Monetary Commission, in an ex- 
haustive paper, which is appended to its report to Congress. In 
that paper Mr. Weston said of the resolution of the Governor in 
Council of India, that it “entirely ignored the general and real 
cause which makes India a constant importer of the precious metals, 
which is, that it has substantially no mines”; and his conclusion 
was “that we can be sure that it is not in accidental and tempo- 
rary circumstances that the true explanation of an immemorial and 
constant fact, like that of the import of the precious metals by In- 
dia, is to be found.” 

The experience of the nine years which have elapsed since 1876, 
has abundantly demonstrated the continuous and even increased 
power of India to bid so high for the monetary metals by the low 
prices at which it produces and offers commodities, as to command 
for itself, at least as great a share of the annual production of those 
metals as it ever before obtained. 
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APPROPRIATIONS AND EXPENDITURES—1865-1885. 


If Congress has been slow in improving the mode of appropriat- 
ing public money, nearly every step has been forward. In 1790 all 
the appropriations were included in one bill which was of a very 
general nature. With a considerate regard for economy and clear 
knowledge, the appropriations have been specified more and more - 
minutely, and classified. When the items in a bill became very nu- 
merous, a portion of them was put in another bill, and thus the 
number has increased to a dozen. As soon as possible after their 
passage, the clerk of the House makes a complete record of the ap- 
propriations, which is sent to the Secretary of the Treasury. 

The bills are framed on information furnished by the Secretary of 
the Treasury. He requests the departments to send estimates to him 
of expenditures for the next fiscal year, those for the Treasury De- 
partment are added, and the “letter” containing all of them is ready 
by the opening of the session. The appropriation committee are 
given a month to prepare and report the bills, but the law is rarely 
observed. Of late the practice has been growing for the departments 
to send supplemental estimates, which delays action. The committee 
cannot do much until the wants of the departments are fully known, 
and they are without excuse for neglecting to make careful and 
complete estimates in the beginning. 

The appropriation bills, when reported, contain the information 
on which the recommendations of the committee are founded. 
This consists of statements from different officers in the departments 
explaining for what purposes money is desired, and the reasons for 
the amount asked. The action of the House on the bills is variable. 
If considered, this is done in the committee of the whole, but very 
often the bills are not reported until late in the session, when no 
time remains for discussion, and consequently they are passed 
without debate. In the Senate, more time is bestowed on them. 
The appropriation committee usually reduces the estimates of the 
departments, but many are restored by the Senate. The bills then 
go to a committee of conference, who effect an agreement by retain- 
ing the increase in some cases and reducing it in others. Every bill 
has a different history in some respects, and what we have written, 
it must be remembered, is merely the general course of these meas- 
ures. 

The newest bill of the twelve is called the Sundry Civil, and was 
originated in 1862. It is of a miscellaneous composition, containing 
items not mentioned in other bills—a kind of omnium gatherum, or 
record of human forgetfulness. The appropriations for public build- 
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ings,.which have been very large for several years, are put in this 
bill; if, however, an appropriation of this kind goes through both 
Houses solitary and unharmed, the reason is that friends not far 
away expect to go along soon either alone or in company. 

The Deficiency bill is one of the oldest, and requires brief ex- 
planation. Although no money can be drawn from the Treasury 
without an appropriation, nothing prevents a person from doing 
things for the Government with the expectation of receiving com- 
pensation. So services of one kind and another are rendered every 
year, and Congress appropriates money to pay for them. One of 
the tricks occasionally employed by political parties to win the favor- 
able regard of the people is to make the appropriations in eleven 
of the bills as small as possible, and cover up the deficit thus in- 
curred in the Deficiency bill of the following year. This is like the 
method of some corporations that make larger dividends than have 
been earned, borrow the money to pay them, and charge it to the 
“construction account.” The plan was never patented by the in- 
ventor, consequently all parties have used it whenever they imagined 
this cheap cunning would yield votes. The last Napoleonic usurper 
in France covered up $ 350,000,000, expended in fifteen years, by a 
mysterious system of bookkeeping; in our country political parties 
are too watchful of each other to permit of a game of that kind to 
be long played without exposure. 

In reporting the Deficiency bill for 1875, the committee remarked 
that under the acts then in effective operation prohibiting the use 
of unexpended balances of appropriations unless specifically rendered 
available, and requiring that expenditures should only be made pur- 
suant to appropriations made therefor, the requisitions for defi- 
ciency appropriations were decreasing from year to year. “This, 
aided by the rigid scrutiny of all estimates, and exhaustive 
study to reduce them, has caused a more careful method of 
making the same on the part of the departments, resulting in 
a much more exact and economical use of the appropriations when 
made.” The deficiency appropriations did indeed shrink until for 
1877, when they were only $834,695, but since that time they have 
been increasing. 

The appropriations are divided into three classes, annual, per- 
manent annual, and permanent specific. The first class of appropri- 
ations are for the current ordinary expenditures of the Government; 
the chief item in the second class is for interest on the public 
debt; the third class are for improving rivers and harbors, fortifica- 
tions, buildings and the like, and which remain appropriated until 
expended. Appropriations of each class may be definite or indefin- 
ite; in other words, a definite fixed amount may be appropriated 
for anything, or an indefinite amount. All the permanent annual 
appropriations are indefinite, but Congress could make them defin- 
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ite by specifying fixed sums for all the objects for the service of 
each fiscal year. The only difference between a definite annual and 
a definite permanent annual appropriation is, that the former is 
made by a law passed annually “for the service of” one designated 
fiscal year, and the latter by a law operating until repealed for the 
service of each subsequent year without limit or designation. 

At the close of the Mexican war in 1847, more than one-half of 
the National expenditures belonged to the second class of appropri- 
ations. Congress has reduced the number, but the departments have 
sought to maintain them in order to simplify and reduce the 
estimates. Many abuses have their origin in permanent annual ap- 
propriations. One illustration may be given: During the war, when 
authorizing a great loan, Congress enacted that a fixed percentage 
should be used to pay the expense of negotiating and printing the 
bonds. In 1872 the Committee of Ways and Means recommended 
a bill which passed without debate, making a permanent appropria- 
tion of one per cent. of all notes and bonds and fractional cur- 
rency issued and re-issued in any year as the expense of the Na- 
tional loan. In the year 1874 nearly $500,000,000-of such paper 
was printed at the Treasury Department, thus the authority ex- 
isted for expending $5,000,000 without legislative action. From 
these appropriations arose the bureau of engraving and printing, 
with twelve hundred employees, whose salaries were regulated 
solely by the Secretary of the Treasury. The salaries of five hun- 
dred clerks and employees in four of the offices of the Treasury 
Department were regulated in like manner and paid from this ap- 
propriation. In 1874 this permanent annual appropriation was 
swept away, and the number and compensation of persons em- 
ployed to manage the National loan, print the bonds, etc., were 
fixed in the annual legislative, executive and judicial appropriation 
bill. 

If Congress did wisely in subjecting those expenditures to annual 
scrutiny, why has not a more intelligent regard been shown in the 
expense of collecting the duties on imports? Prior to 1849 the ex- 
pense of collecting them was paid from the gross receipts, the bal- 
ance going into the Treasury. By the act of that year the gross 
receipts were paid into the Treasury, and estimates were submitted 
to Congress for the expense of collecting them. In June, 1858, 
a backward step was taken. A permanent semi-annual appropria- 
tion of $1 800,000 was made, and collectors were authorized to 
apply certain customs fees to pay the cost of collection. The ap- 
propriation has been increased from time to time, as the receipts 
became greater and more difficult to collect. Congress, however, 
has narrowed the discretion of collectors and other custom-house 
Officers by regulating the number and salaries of employees. 
Congress perhaps has moved more slowly in this direction than 
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in any other. The number of permanent annual appropriations 
have been reduced, while others have been so clearly defined and 
limited that no loss is likely to arise. Congress has shown a simi- 
lar degree of thoughtfulness in paring down the contingent funds 
of the departments to a small figure. Congressional action, it must 
be admitted has been slow in these matters, but no one can deny 
that in ordinary appropriations greater intelligence and scrutiny have 
been shown in making them than formerly, and more and clearer 
information is given concerning them. From the reports of the 
committees and those printed by the departments, the most mi- 
nute information can easily be obtained pertaining to the receipts 
and expenditures of the Government. 

How singular, therefore, that with such a wise regard for economy 
in the ordinary expenditures of government, Congress should too of- 
ten join an utter disregard for economy in much larger ones! An 
annual illustration of this kind is the River and Harbor bill. By 
a careful distribution of appropriations enough votes are obtained, 
save on rare occasions, to pass a bill for appropriating a large sum, 
from which accrues no corresponding public benefit. The Pension 
Arrears Act of 1879 is perhaps the gravest of all the misappropria- 
tions of Congress. On the 19th of June, the year before, Mr. Has- 
kell, of Kansas, moved a suspension of the rules, and that the com- 
mittee on invalid pensions be discharged from the further consid- 
eration of a bill to provide that all pensions on account of death 
or wounds received, or disease contracted, in the military service 
during the late war, should begin from the date of death or dis- 
charge from service, and that the bill be passed with the amend- 
ment that no claim agent, or other person should be entitled to 
receive any compensation for services in making applications for 
arrears in pensions. No report of the probable expenditure was 
made, and the bill passed immediately by a vote of 164 to 61. The 
pension agents, who were to receive nothing for making applications, 
were the most zealous advocates of the bill; for a long period 
they had labored unceasingly, confident that, if enacted they would 
reap fortunes. The amendment was harmless, indeed served them a 
good purpose, for many now innocently supposed the measure was 
enacted primarily for the benefit of the soldiers, instead of the pen- 
sion agents. The House passed the bill with that self-disinterest- 
edness which has marked the conduct of so many members on the 
passage of River and Harbor bills and similar measures, expecting 
no return save the grateful remembrance of the soldier at the bal- 
lot box, yet confidently expecting that the bill would forever sleep 
in the Senate. On the 16th of January, however, Senator Ingalls 
pushed the bill through the upper House. Interrogated concerning 
the probable expense, he replied, “Somewhere from eighteen to 
twenty million dollars.” Only four Senators voted nay; but having 
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the same opinions and sentiments that animated the House in their 
action, they counted confidently on the President to kill the bill. Mr. 
Sherman, who was Secretary of the Treasury, prepared a calculation of 
the probable expense, and urged President Hayes to send back a veto, 
but he concluded that if the two Houses were so unwise as to pass 
such a thoughtless and wasteful measure they ought to suffer by expos- 
ing their ignorance, which would surely happen by the operation of 
the law. The sum paid that year for arrears of pensions was $5,- 
373,000; in 1880, $19,341,025; the force in the Pension Bureau was 
increased, and the law proved capacious enough the next year, 
with the ordinary pension expenditures, to absorb $ 50,059,279, and 
in 1882, $61,345,193, while the estimate for the next year was § 100,- 
000,000. By that time the people were startled, and began to in- 
quire into the nature of the Pension Arrears Bill. Senator Ingalls’ 
modest guess of eighteen or twenty millions vanished on the very 
eve of paying the arrears, and the hundreds of millions that have 
followed since have not filled the chasm of expenditure created by 
Congress without a serious recorded thought. 

Occasionally legislation is injected into an appropriation bill. This 
usually relates to appropriations, though not always. In 1877 a 
fierce controversy on this subject raged between the two Houses. 
The House was Democratic, and desired to reduce the number of 
the army from 25,000 to 17,000 men, the number of regiments to 
eleven, the pay of the officers, and to re-organize several of the 
bureaus of the war department. These changes were incorporated 
in the army appropriation bill. The most objectionable feature of 
all to the Republican members prescribed that no part of the 
money appropriated should be used in any State to maintain the 
political power of the State Government. In the Senate a new bill 
was reported as a substitute, similar to the army appropriation bill 
of the previous year. The majority of the House knew that the 
only chance to accomplish their purpose was to inject the distaste- 
ful propositions in an appropriation bill. But the Republicans 
would not swallow the dose. Several committees of conference of 
the two Houses were appointed, and neither committee agreeing, 
the bill failed. 

Some excellent legislation has been embodied in appropriation 
bills. The valuable laws of 1870, ’74 and ’78, relating to unexpended 
balances, formed sections of the deficiency bills, and possibly could 
not have been passed as independent measures. 

What has been the ratio of expenditure to population at differ- 
ent periods is a more curious than useful inquiry. A somewhat nu- 
merous class of writers, it 1s true, never weary with presenting sta- 
tistical averages, to show the conduct of society, but though often 
imposing, they possess the smallest moral significance. If our pages 
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were filled with figures showing the growth of population and ex- 
penditures by years or decades, they would not contain the faintest 
gleam concerning the wisdom of those expenditures, or how or in 
what manner they promoted individual or National welfare. They 
would show that the expenditure fer capita was larger at one time 
than another; but starting with no standard of a correct expendi- 
ture, the comparison would not show whether too much or too 
little was expended, nor why the variations happened, nor whether 
they were justified by the results. An inquiry of this kind, there- 
fore, may well be omitted as too unfruitful. To establish a correct 
standard of expenditure, and show the principal variations, their 
causes and effects, would require a volume. Not having this space, 
we must look at the subject from other, if less satisfactory, points 
of view. 

The expenditures may be divided into two kinds: those incurred 
for the necessary maintenance of the Government in peace and war, 
and others not bearing the stamp of necessity. With respect to 
the former the questions that may be most profitably answered are: 
What services and materials were required, what methods were 
adopted to obtain them, what imperfections have existed in these 
methods, and what progress has Congress made in removing them? 

The number of persons engaged in Government employ has al- 
ways been a matter of criticism, especially by the party not in 
power. The criticism is almost as old as the Government itself. 
Hardly a session of Congress has passed without uttering it, and 
investigations to prove its truth have been frequent. Nothing is 
more common than for persons unacquainted with public business, 
after visiting the departments, to conclude that the employees have 
but little to do, and that large numbers could be dismissed without 
detriment to the service. Moreover, some persons have always main- 
tained that the Government ought to employ freely and pay liber- 
ally. When the heads of the departments have been asked if they 
could diminish the number under their control they have generally 
given a negative answer. Of course a much smaller number might 
transact the public business if ‘the method of doing it were more 
direct, but such a change would jeopardize the security now exist- 
ing against fraud and error. Every now and then a fresh member 
of Congress, thirsting to distinguish himself, builds up a grand plan 
for transacting the public business, whereby millions of money and 
the unmeasured patience of claimants can be saved. The reduc- 
tions of force in most cases in our National history, except after 
the wars with Great Britain, Mexico, and the South, were ordered 
at the beginning of the flood tide of a new administration, either 
supposing that the reduction was practicable, or to swell the num- 
ber after a short interval with persons more closely identified with 
those in power. 
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The method of appointment has long been an exciting theme of 
discussion. With no political topic is the general reader more fa- 
miliar. The selecting of men because they were fit, and the re- 
taining of them because they remained so, has always been a live 
theme among statesmen, politicians and the people from the days 
of Hamilton. At last a service based on fitness has been adopted; 
time will demonstrate whether the people have virtue enough to 
sustain it. The chief vice of the old system was not the mode of 
appointment, but the mode of removal. So long as an employee’s 
tenure of office was insecure, whatever might be the degree of the 
efficiency of his service, his incentive was slight for doing his best, 
and a true interest and enthusiasm for the public service could 
hardly be expected. Most of the places require but little skill; no 
excuse therefore could be made for getting, or long retaining, per- 
sons incompetent to fill them. The work of the Government is 
like that of a great watch factory, which is so minutely subdivided 
that a person of very ordinary intelligence can quickly learn to 
perform well the little part assigned to him. Only here and there 
in the Government or a watch factory is a man required possess- 
ing superior ability. Hence the getting of men who were compe- 
tent, for most of the places, or who could easily become so, has al- 
ways been an easy thing. A great number who have sought for Gov- 
ernment employ have been unfortunate in busines§, and knew of 
no other way to get a living. Those who fail in middle life, or 
later, and who are unable to continue their business, bitterly know 
how difficult it is to find another. Their habits are fixed, they are 
not facile, and employers prefer younger men, who are more recep- 
tive to ideas and impressions. In despair they turn to the Govern- 
ment, and from an early period it has been a vast working asylum. 
Most who have entered it have quickly mastered the work as- 
signed to them, and if permitted to remain as long as they were 
efficient, the public service would not have suffered from their 
presence. But the spoils doctrine has been a terrible and perpetual 
tempest, spreading fear and insecurity everywhere, for no one has 
ever known when he would be struck. In every case he has been 
sure that his time was brief. Who, in the near presence of death, 
ever stirred his earthly ambition ? 

Perhaps a wider unanimity of sentiment has prevailed concerning 
the compensation paid to those employed by the Government than 
on almost any other large question. This subject is, indeed a per- 
ennial one, but it may be truly said the Government has been 
served cheaply. Of course an exception must be made of the in- 
competent, who are dear at no price. From the President, cabinet 
and judiciary, down to the least paid, the compensation given has 
been justified by the services rendered. The flagrant cases of ex- 
cessive compensation have been for extra services, and in the be- 








IIo THE BANKER’S MAGAZINE. { August, 


stowal of fees. Congress has pulled up many of the weeds in the 
garden of the fee system; but many more are rankly growing which 
ought to be destroyed. 

Turning now to purchases of the Government, the law provides 
for making them in many cases by competition, and with sufficient 
publicity to get the best rates and escape imposition, if executed 
with an honest purpose. But when officials have been selected lack- 
ing this quality, they have used the law to blind those around them 
and to perpetuate frauds. The creation of machinery into which 
men will be so perfectly fitted as to work perfectly, whether they 
wish to work so or not, has not been devised, and never will be. 
Some approximations have been made; our elaborate system of 
checks and duplications, combines simplicity with security against 
fraud and error. If we may regard this system with rational pride, 
it must also be mingled with shame in consequence of the frauds 
that have been committed by means of it, or fear that others lie 
unseen beneath the surface. The business of the administrative Gov- 
ernment is constantly changing, and so, while the discretion of off- 
cers is narrowed—not always, it must be admitted, as it ought to 
have been—new necessities give rise to fresh exercises of discretion 
and for wrong-doing. The most impressive lesson to be learned 
in studying the history of the expenditure of the Government 
is, that honest 4nd capable men are the only safeguards against in- 
efficient and dishonest management. Wise laws may prove helpful 
friendly lights to make plain the true way, but no laws, however 
luminous, will be faithfully executed by the vicious, or those who 
are exclusively seeking personal ends. If the people sought to put 
the fittest men in office, great and small, having faith in their ca- 
pacity and intention to conduct public affairs wisely, instead of se- 
lecting inferior men, and then making laws wherein for them to 
walk, and barriers to prevent them from doing wrong, statute mak- 
ing would decline in importance as the art of governing improved. 

Many large undertakings have been performed by the Govern- 
ment itself, especially the construction of forts and buildings, and 
the economy of the mode has been often questioned. Some of the 
public buildings have been erected by contract with individuals, 
whereby they received a stipulated price for the material used, pre- 
pared and put it in place, and were paid a percentage on the ex- 
penditure. Such contracts were certainly of a dangerous nature, for, 
the larger the expenditure the more the contractor received. Yet 
we ought to add that the Government, generally has been honestly 
served in these cases. The Secretary of the Treasury was careful 
in making the contracts; in many cases the contractors had a gen- 
uine pride to do their part honestly and well, and there is ample 
authority for the statement that the buildings thus constructed are 
the cheapest, considering their quality, that have been erected. The 
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Government had inspectors and superintendents, but it would have 
been easy to practice fraud had the Secretary of the Treasury or 
the contractors been dishonest. 

One of the most interesting undertakings of the Government to 
save money was in establishing the bureau of engraving and print- 
ing. Only a few companies existed in the country at the time of 
Mr. Chase’s determination to have this work done at the Treasury 
department, and their profits were very great. The continuing of 
the war caused the issuing of many more bonds and legal-tender 
notes and fractional currency than Mr. Chase at first supposed would 
be issued. The business of the bureau soon grew to enormous pro- 
portions. From the outset the bank-note companies put forth vig- 
orous efforts to dissuade the Secretary of the Treasury from at- 
tempting to print the public securities in the department. Failing 
to convince him that the work could not be done with so much 
security by the Government as by themselves, they tried to con- 
vice him that the superintendent of the bureau was unworthy of 
his confidence. They were unceasing in their attacks on the bureau 
and found a zealous assistant in the House, who represented one 
of the districts of the city of New York. No sooner was one in- 
vestigation ordered and concluded than another was begun. These 
attacks were continued year after year. When the National bank- 
ing system was established, and the circulation of the State banks 
doomed, a tremendous addition was made to the business of the 
bureau. The more the business increased, the keener and less scru- 
pulous were the companies in their efforts to destroy the bureau. 
In one of the investigations it did appear that inexcusable negli- 
gence and carelessness had crept into the work of the bureau, but 
no fraud was discovered. The investigating committee of 1875 de- 
clared that the establishment of the bureau “was judicious and 
wise, both as a matter of safety and economy. Both the National 
Treasury and the citizen had been protected from spurious issues 
of currency and other securities to a degree quite impossible had 
they been prepared by contract with private parties. There can 
hardly be a doubt, had the Government depended for its enormous 
amount of work upon the bank-note companies and _ individual 
firms alone, the demands would have far exceeded the sums actu- 
ally paid.” Mr. Chase, in truth, followed the examples of the Bank 
of England, France, Germany and Austria, and the cruel persistency 
with which the bank-note companies strove to break up the bu- 
reau was conclusive proof, on the one hand, of the profits they ex- 
pected to make if they could get control of the business, and, on 
the other, of the justification of the Government to do, if practi- 
cable, its own engraving and printing. It was a hazardous thing to 
attempt, and unceasing vigilance was required to prevent frauds; 
but the success of the experiment long ago satisfied nearly all, ex- 
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cept, perhaps, the bank-note companies, of the wisdom of it. For 
considerable periods it has been a comfortable asylum for many 
needless persons who, by a strained use of language, were “em- 
ployed” by the Government; but under Mr. Sherman’s administra- 
tion of the Treasury they disappeared, and since that time the bu- 
reau has generally been prudently managed. 

Whether the Government has been justified in erecting so many 
buildings during the last twenty years is a question which need 
not detain us long, because opinions vary and probably always will. 
Their construction belongs rather to the second class of expendi- 
tures, for they cannot be considered necessities. Regarded from 
the economical side, the Government in most cases could hire 
much more cheaply than build; these structures, therefore, cannot 
be defended on the ground of economy. But our country having 
grown rich and populous, it is contended that the people gener- 
ally have favored the erecting of buildings for use and adornment 
and symbols of national greatness. Every city is ambitious to have 
one or more Government buildings to enrich its appearance. One 
reason why Congress so readily grants appropriations of this nature 
is, that like those for rivers and harbors, they furnish proof of 
legislative capacity, and improve the chances of members to retain 
their seats. This seems a singular test for determining the effi- 
ciency of a Congressman, but if one of the crudest, it is one of 
the most potent. Though every city pays toward the construction 
of all the buildings in other places, the gain received is so clearly 
perceived by the senses and the contribution toward the erection of 
others is made in such an indirect manner, that not much dis- 
satisfaction has been expressed about these expenditures during the 
last twenty years. 

The appropriations for rivers and harbors are encountering more 
opposition. A deeper channel cannot be so clearly seen as a fine 
building. Moreover, the buildings do fulfill a public use, though the 
people might be served asewell at less expense, leaving out the 
gratification of the sense of beauty and similar considerations. The 
return to the public for the millions spent, euphemistically in “im- 
proving the navigation,” is so small that the inquiry, though long 
delayed, whether it ought not to stop, is likely to receive a cor- 
rect answer. Of course, many of the appropriations for this pur- 
pose have been fully justified, the navigation of many rivers and 
harbors has been improved, but too often such appropriations have 
simply improved the fortunes of the contractor without correspond- 
ing benefit to the public. 

A deeper stratum underlying our expenditures is composed of a 
governmental theory concerning its functions. Are they many or 
few; is the object of Government primarily to administer justice 
and leave every person in the possession of the largest liberty com- 
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patible with the possession of similar liberty by all; or is the ob- 
ject a wider one and incapable of clear definition? These theories 
have always existed and lain at the bottom of the discussions of 
Congress on expenditures, whether they were clearly enunciated or 
not. One party or section of members have contended that an army 
of fifteen or twenty thousand men were enough; another that the 
army needed much enlargement. Over and over again this question 
has been discussed with regard to the navy. On,the one hand it 
has been* contended that our country is quite safe from foreign 
attacks, and that a navy was not needed; on the other, that new 
vessels adapted to modern warfare ought to be constructed. Not a 
few members of Congress have favored the appropriating of money 
to the States for education; others have strongly opposed this ex- 
penditure. From time to time money has been appropriated for 
less general purposes—the Centennial and New Orleans expositions. 
All appropriations of this nature have found strong advocates and 
opponents. The tendency is in the direction of enlarging the sphere 
of Government, which, of course, means the increasing of the Na- 
tional expenditure. 

The debates in Congress over expenditures have _ generally 
had a strong party flavor. The appropriation bills have more 
often been discussed with reference to gaining a party advan- 
tage than to promoting the National welfare. During some ses- 
sions they have formed the chief topics of debate, but even then 
party, not country, has been uppermost in the minds of many a par- 
ticipant. This judgment does not apply to all; on the other hand, 
at every session some members have tried to frame these bills 
on rational principles. The debates are strewn with remarks show- 
ing the keenest regard for the National honor and upbuilding. In: 
too many instances though the bills are reported near the close of 
the session, and rushed through with little or no debate. In noth- 
ing has Congress appeared worse than in the slight regard or in- 
difference shown in expending the public money. Occasionally has 
Congress awakened, and hammered out a good piece of legislation, 
but confiding in the honesty and wisdom of the appropriation com- 
mittee, the expenditures during nearly the whole of our National his- 
tory have been annually determined by a dozen men. 

The least defensible of all the appropriations of Congress are for 
claims. For a long time it has been certain enough that neither 
the committees of Congress nor the accounting officers of the 
Treasury Department could properly examine disputed or question- 
able claims. The evidence is ¢x farte, and many fraudulent claims 
are presented, reported favorably and paid. For many years some 
members of Congress have been trying to have them referred to. 
the tribunal specially created to examine and report on such mat- 
ters. To the ce, Congress nearly 4,000 claims were pre- 
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sented. Much time is required to hear the evidence. Said a com- 
mittee of Congress in their report on this subject, “The pressure 
of business is now so great that the claims before the commit- 
tees are generally allotted for examination to sub-committees of 
one, two or three members. Claimants, therefore, naturally begin 
by seeking first a favorable committee to which to refer their 
claims, and next for a favorable selection from that committee to 
consider them. Evidence is then offered in the form of statements 
or ex parte affidavits. There is no answer, usually no personal ap- 
pearance of witnesses, no cross-examination, no opposing testimony, 
no inquiry by nor appearance on the part of the Government, no 
general publicity, no check against fraud, and no prescribed rules 
and regulations for the investigation. Many of the claims are im- 
pressed with a sectional or party character especially calculated to 
exclude all judicial fairness in their consideration.” Then they are 
reported to the House, and in some cases action is speedily taken; 
in others, long delayed. Many a just claim pending before Con- 
gress is half a century old, many a fraudulent one has been paid, 
many a defeated one reappears. A claim against the Government 
is endowed with immortality. The reports of Congress are strewn 
with long and laborious reports on the claims of McGarrahan, 
Chorpenning, Holliday, Beaumarchais, the two-per-cent. land claims 
of some of the Western States, spoliation, and a long, if not good- 
ly, list whose names are as familiar to Congressmen as those of 
their own children. A history of the persistent and often desper- 
ate efforts displayed in pressing some of these claims, the ingenious 
and extraordinary expedients employed, the elaborate and crooked 
devices, would be one of the most curious as well as one of the 
saddest ever written. 

In 1864 Congress authorized the Comptroller of the Treasury to 
ascertain the amount due to certain officers and report the same for 
allowance. This relieved Congress from the consideration of one 
class of claims. They were the most meritorious of all, and Con- 
gress could not deal promptly by the claimants. In 1884 a bill was 
reported to the House recommending a reference of all the claims 
presented to Congress to the Court of Claims, and also all involv- 
ing controverted questions of law and fact pending in the depart- 
ments, and prescribing a limitation of time for presenting them. 
The obvious merit of this measure ought to have secured its 
prompt adoption. If passed, what a multitude of claims would 
have been consigned to the grave! It was doubted whether the 
Court of Claims could transact so much business, but Chief Justice 
Drake assured the committee who reported the bill that he did 
‘not believe that more than one claimant in twenty would ever 
file a petition in the Court of Claims.” No one has ever ques- 
tioned the opinion of the Chief Justice, and who with reason can, 
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for has he not had a long and unrivaled experience in dealing 
with this class of persons? Accepting the opinion as true, what a 
judgment is implied on that numerous and persistent army of 
claimants, who, year after year, are flitting around Congress like the 
hardened and insatiable gambler around the famous gambling 
halls of Europe, and what a terrible judgment is implied on that 
body of men who continue year after year the farce of recom- 
mending the payment of claims on a one-sided statement, on 
which, if a judgment were rendered by a court of law, the tribunal 
rendering it would inevitably be visited with universal and just con- 
tempt. 
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THE GOVERNMENT FINANCES. | 


With the close of the fiscal year at the end of June it is a fit- 
ting time to look at the receipts and expenditures of the Govern- 
ment during the last twelve months, and also the condition of the 
public debt. For the last two years the receipts and expenditures 
have been : 














RECEIPTS. 
1885. 1884. 
tend cca emehelee $ 181,110,770 ome $ 195,067,489 
Internal revenue............e0-- 112,569,324 seed 121,586,072 
Miscellaneous ........+20. 5 cca 28,910,080 nance 31.866, 307 
EE ee $ 322,590,776 — $ 348,519,869 
EXPENDITURES. 
ne ee eT ere $ 153,005,194 sina $ 134,118,637 
I nec ce weteee seawnnnewe 58,395, 738 dient 55,429,228 
Dt cineehéenabnseeseewes 51,387,519 sane 54,578,378 
PI aicck saieuek shiek ea thdndh inte aeieestaittah $ 262,788,452 $ 244,126,244 


The receipts fell off nearly twenty-six uitities of which about 
fourteen millions were from a decrease in customs, nine millions in 
internal revenue, and three millions in miscellaneous. On the other 
hand, the expenditures increased over eighteen and a-half millions. 
There was an increase in ordinary expenditures of nearly nineteen 
millions, and in pensions of nearly three millions, while interest dis- 
bursements were three millions less than last year. The net re- 
ceipts over disbursements last year were $59,700,000, and for 1884 was 
nearly $ 104,400,000. The falling off in internal revenue was mainly 
due to the decrease in the yield of the tax on spirits, and which 
was below the estimate because the Treasury Department postponed 
payment of overdue taxes. The decline in the customs receipts 
was due, in part, to a falling off in the total imports, the value of 
which has been a little over $100,000,000 less than last year, and 
in part to the fall in prices. ‘ 

Turning now to the debt, the following table shows the amount 
of each class of bonds outstanding on June 30, 1884 and 1885: 
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1884. 
Bonds at 4% percent «+++ $250,000,000 
Bonds at 4 per cent. ..........ee0. o600 737,061,700 
Bonds at 3 per cedt sees 224,612,150 
Refunding certificates at 4 per cent.. 600 asus 290,000 
Navy pension fund at 3 percent.... | 14,0C0,000 ouee 14,000,000 








BO oscccvcccesscvovcess ..$ 1,196,150,950 ..+- $1,226,563,850 

The interest-bearing debt (excluding Pacific Railroad debt) was 
reduced from $1,226,563,850 to $1,196,150,950, a decrease of $30,- 
412,900. The changes are as follows: An increase of $58,150 in the 
four-per-cent bonds, and a decrease $30,421,650 in the three-per- 
cents, and $49,400 in the refunding certificates. The Pacific Rail- 
road debt is the same as a year ago, $64,623,512. 

The reduction of sixty-three millions of the debt during the last 
fiscal year will please most people, though, we regret to say, not 
all. A small minority seem to think that the public debt ought to 
be continued, chiefly, so far as we can see, for their especial bene- 
fit; but we have never held that ground. On the other hand, we 
have always contended that the public debt ought to be discharged 
at the earliest possible date. At the time of creating it, and for 
several years after the end of the war, the assertion was constantly 
made that the debt must be paid during the present generation. 
A contrary view ought not to find countenance anywhere. The in- 
terest paid from the beginning to the present time is enormous, 
and if debt-paying should cease, of course this interest account 
would be continued undiminished. Some newspapers, notably the 
New York 7Zzmes, are strenuous for stopping the payment of the 
debt in order to reduce the burden of taxes. It claims that these 
press heavily on the people, and that they must be removed in 
order to give relief; but that journgl seems to be utterly oblivious 
to the fact that the interest is a tax, and that the effect of stop- 
ping the payment of the debt is to make that tax permanent; but 
if, the present policy be continued, and the debt paid, the interest, 
of course, will cease, and so will taxation. 

Debts are bad for nations, as well as for corporations and indi- 
viduals. The history of the past few months concerning the evils 
of indebtedness is so glaring that no one ought to discourage the 
policy of debt-paying of every kind. Consider the railroads that are 
now in trouble because of their large indebtedness. As a nation, 
we have been altogether too fond of piling up obligations for the 
future to pay. Mortgages and bonds have been too popular. In a 
time like this, when ordinary profits are reduced or swept away, 
we realize what a serious thing debt is. Consider the thousands 
of investors who have counted on their yearly dividends in order 
to pay their ordinary expenses, and their condition in consequence 
of diminished or passed dividends, by reason of the huge indebted- 
ness of the companies in which they own. How different would be 
their position were these companies released from debt or were the 
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burden diminished! It is true that dividends might be smaller than 
in more prosperous times, but the condition of investors would be 
much better than it is now, when no dividends whatever are 
paid. These very trite facts ought to be a loud warning that debts 
are a serious incubus, and that we ought to apply the same rule to 
our National economy as to our individual economy. We are sure 
that the policy of the Government has the hearty approval of the 
people, and it ought to be continued until the last dollar is paid. 

The following table shows the amount of gold, silver and cur- 
rency on hand at the close of, the last two fiscal years: 




















1885. 1884. 
Gold coin and bullion.......... $ 247,028,625 ee $ 204,876,594 
Less gold certificates........... 126,729,730 oeen 71,146,640 
I iiss nicdnieiewiencaions $ 120,298,895 coos $ 133,720,954 
Silver dollars and bullion....... $ 160,451,997 seine $ 139,616,414 
Less silver certificates .......... 101,530,946 sees 96,427,011 
a oii nneceneu-aains $67,921,051 oe $ 43,189,403 
United States notes............ $ 45,047,378 inet $ 40,183,801 
Less certificates...........- -eee 29,585,000 _— 12,385,000 
Net Currency. ...c.cccccce $ 15,462,378 cece $ 27,798,801 


Though the stock of gold increased over hme millions in 
1885, the gold certificates outstanding increased over fifty-five and 
a-half millions, making a decrease in the amount of gold of 
thirteen and a-half millions. The change in silver has been the re- 
verse. The gross stock of silver increased nearly thirty millions, 
while the silver certificates outstanding increased only a little over 
five millions, so that the net stock of silver increased twenty-four 
and three-quarter millions. There was a large decrease in United 
States notes during the year. The gross amount held was increased 
nearly five millions, while the certificates outstanding were increased 
over seventeen millions, making a loss of over twelve millions. The 
Government, therefore, lost thirteen and a-half millions of gold and 
twelve millions of notes, a total of twenty-five and a-half millions, 
and it gained twenty-four and three-quarter millions of silver. The 
total of gold, silver and notes on June 30, 1885, were $203,682,324, 
against $ 204,718,158 on June 30, 1884, a decrease of a little more 
than $1,000,000. While therefore, the net cash reserve has been 
kept at about the same figure as a year ago, silver has been sub- 
stituted for gold and Treasury notes, thus impairing the quality of 
the reserve. 
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Following is a statement of the amounts and descriptions of 


United States bonds held for the security of bank-note circulation 
of the dates named: 


1885— Fune 27. 1885— Fuly 11. 1885— Fuly 25. 
6S....edeccee $3,520,00v aeen $ 3,520,000 ones $ 3,505,000 
CC 48,421,800 einee 48,896,050 ° «« 49,151,050 
errr 117,676, 300 jaan 117,517,400 cogs 117,351,400 
Miscncses . «+ 142,617,350 ecu 141,595,850 sone 140, 518,600 











$ 311,529,300 weee $ 310,526,050 





$ 312,235,450 
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GOVERNMENT ACCOUNTING. 


The familiar complaint that “too much red tape” is used in the 
Treasury Department at Washington is not born of reason. Elabor- 
ate processes for receiving and paying money are employed to 
guard against fraud, and their success fully justifies their employ- 
ment. 

The only way of getting money legally from the Government is 
by Congressional appropriation. When appropriations are thus made 
they are entered in the books of the United States Treasurer. The 
Secretary of the Treasury then issues appropriation warrants di- 
rected to the heads of the other departments informing them of 
the action of Congress. A warrant, for example, is issued to the 
Secretary of War, informing him that Congress has appropriated a 
specific sum of money to pay the army, for quartermaster’s stores, 
subsistence supplies, etc., and which he may draw for these pur- 
poses. This appropriation warrant before reaching the Secretary of 
War is sent to the first comptroller, by whom it is countersigned, 
and the appropriations are entered in books kept in his office; then 
to the Register of the Treasury, where the appropriations are taken 
up and the warrant is registered; and after that to the second 
comptroller and the proper auditor of the War Department. Then 
the warrant reaches the War Department and goes to the different 
bureaus. Each bureau in turn makes entry of the appropriations 
granted to it, for each must afterward examine these entries 
and be limited by them when requisitions are made for money. 

When money is wanted to pay a disbursing officer, the Secretary 
of War makes a requisition over his signature on the Secretary of 
the Treasury for the amount payable to such officer. The requisi- 
tion goes to the second comptroller, who signs it, afterward to the 
proper auditor of the War Department, who does likewise, and then 
it passes to the warrant office of the Treasury Department where it 
is filed. At this office a warrant is issued, signed by the Secretary 
of the Treasury, which is sent to the first comptroller, who records 
and countersigns it and sends it to the register, by whom it is 
entered and registered and sent to -the United States Treasurer, 
who, in turn, issues a draft for the required amount, payable to the 
officer in whose favor the original requisition was drawn. 

With respect to a claim for a service, stores, supplies, etc., it is 
filed in the bureau of the War Department which received the 
property or for which the service was rendered. In this place the 
claim is investigated and reported to the auditor on whose books 
the class of appropriations for services or property of this nature 
is carried. The auditor examines it, and also the evidence accom- 
panying it, and if found to be correct and a just demand against 
the Government, the claim, with a statement of the account and 
evidence, is sent to the comptroller, in whose office it is to be re- 
viewed and passed. If the comptroller approves the finding of the 
auditor and bureau officer, he signs the statement of account made 
by the auditor and certifies that it is correct, returns it to the au- 
ditor, by whom it is sent to the Secretary of War for his requisi- 
tion for payment. After entering it, the Secretary of War makes 
his requisition on the Secretary of the Treasury in the same man- 
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ner as above described, except that the requisition is in favor of 
the claimant. 

If a claim has not gone through the regular order, or has been 
delayed for some reason, and an application is made by the claim- 
ant or his attorney for settlement, the auditor reports thereon and 
the comptroller decides it, and both sign and send to the Secretary 
of War a settlement certificate, calling for a requisition to pay the 
amount allowed by them. This certificate is referred to the proper 
bureau of the War Department for a report on the claim, and some- 
times an adverse decision is rendered. Then further action is 
necessary, but the precise boundary of authority between the sev- 
eral departments and the Treasury Department in such a case was 
not clearly settled until a very recent period. 

In the beginning it was maintained that the president having 
authority “to take care that the laws be faithfully executed,” might 
control the action of the heads of the departments and other offi- 
cers on questions of law and fact concerning claims. His possession 
of such authority, however, was denied, and Attorneys-General 
Wirt, Berrien, Taney, Stanbery and Williams declared that the de- 
cisions of the accounting officers of the Treasury Department, 
namely, the auditors and comptrollers, were conclusive, except 
when the statutes specially provided otherwise, but the heads of 
departments had the power to review and revise the decisions of 
the comptrollers on questions of law and fact. Although the bound- 
ary of authority between the departments was undefined for many 
years, no serious conflict arose until the administration of Mr. 
Stanton as Secretary of War. In September, 1866, the Attorney- 
General “gave an opinion that he had authority to withhold his 
signature from a requisition for an amount which he believed to 
be not properly due though certified to by the accounting officers 
of the Treasury Department.” Mr. Stanton complained that war 
claims, or claims for army supplies allowed by the Quartermaster- 
General were “largely increased by the accounting officers of the 
Treasury, and sums allowed which, in the judgment of the chief 
of the Quartermaster’s Department, were not honest nor just.” Forti- 
fied by the Attorney-General’s opinion, Mr. Stanton declined to 
make a requisition for more than appeared to be due “by the re- 
port of the Quartermaster-General or the facts in the case,” leaving 
the claimant to pursue his remedy for the residue before the Court 
of Claims or Congress. 

Thus the issue respecting the authority of the accounting officers 
of the Treasury Department and that of the Secretary of War to 
determine claims was sharply raised, the former contending that their 
decisions were conclusive, the latter that they were not, “only to 
the extent that no more could be paid than was allowed by the 
accounting officers.” Congress finally settled the conflict by de- 
claring that the heads of the departments should not have author- 
ity to change or modify the balances certified to them by the 
commissioner of customs or the comptrollers of the Treasury; on 
the other hand, these should be considered as finai and conclu- 
sive on the executive branch of the Government, and be subject 
to revision only by Congress or the proper courts. The law con- 
tained a proviso that the head of the proper department, before 
signing a watrant for any balance, might submit facts which in 
his judgment affected the correctness of the balance, but the de- 
cision of the comptroller thereon in all cases should be final and 
conclusive. Congress soon after empowered the heads of depart- 
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ments to send any controverted claim exceeding three thousand dol- 
lars to the Court of Claims for adjudication. 

But the War Department continued restive. The Secretary be- 
lieved that the accounting officers were not thoroughly sifting 
fraudulent from honest claims, and distinguishing between accounts 
and claims, he tried to maintain absolute authority in settling the 
former. The term account was applied to papers and _ records 
which described the responsibility for moneys and property en- 
trusted to an individual, and claim to a written demand by an 
individual or community for services rendered or supplies furnished. 
He was not successful in maintaining the distinction. The Secre- 
tary of War next tried to have all disputed claims, without regard 
to the amount, sent to the Court of Claims, but Congress took no 
further action. Authority to determine claims must be fixed, and 
fitly belongs to the accounting: officers of the Treasury Department ; 
if they neglect the interests entrusted to them, the remedy ob- 
viously is not to transfer their authority to the war or any 
other department, but to transfer them beyond the pale of Govern- 
ment employment. 

Another conflict of a graver kind has existed from an early 
period between the legislative and executive departments of the 
Government concerning expenditures. Congress has sought to re- 
strict the public expenditures by the departments, and they, on the 
other hand, to retain the largest control possible over them. The 
checks have been generally applied by Congress in the appropria- 
tion laws, though sometimes in separate ones. In 1795 Congress 
enacted that the unexpended balances should be carried to the sur- 
plus fund, and in 1820 reminded the departments of their duty by 
re-enacting the law. In one way and another, however, these laws 
were evaded, and some exceptions were made in favor of transfers 
by the President. From the time of the first enactment to the 
present, said a committee on appropriations in 1868, a continual 
struggle has been going on by the several executive departments 
to escape control by Congress, while that body had as constantly 
endeavored to hold the executive to specific expenditures under 
specific appropriations. This struggle may be traced on the statute 
book in eleven enactments, beginning in 1817 and continuing until 
1860, Congress either limiting, regulating or extending the power 
of the President to transfer money from one object of appropria- 
tion to another as the influence of the executive waxed or waned. 

In 1870 Congress enacted that all balances of appropriations con- 
tained in the annual appropriation bills, and made specifically for 
the service of any fiscal year, and remaining unexpended at the 
end of it, could be applied only to the payment of expenses prop- 
erly incurred during that period, and the balances not thus needed 
must be carried to the surplus fund. This law, however, did not 
touch permanent appropriations. It was also enacted at the same 
time, that all balances of appropriations against which no _ requisi- 
tions had been drawn for two years should be reported by the Sec- 
retary of the Treasury to the Auditor of the Treasury, and that he 
should examine the books of his office and certify to the Secretary 
whether the balances would be required to settle accounts then 
pending, and if they would not be, they were to be carried to the 
surplus fund, regardless of the wish of the head of the depart- 
ment for which they had been made. Moreover, no department 
could expend more money during the fiscal year than Congress had 
appropriated for it, or involve the Government in a contract for 
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the future payment of money in excess of the appropriation there- 
for. 

This was wise legislation, surely, but had not Congress long be- 
fore declared that unexpended balances should be carried to the sur- 
plus fund, thus putting them beyond the reach of the departments, 
unless they were reappropriated? But this very thing was quite 
generally done, and even if they were not, the departments for many 
years carried over the unexpended balances of appropriations from 
one year to another to the credit of their particular funds or ap- 
propriations. Hence, Congress might appropriate an adequate sum 
for transportation, yet a much larger sum might be ‘expended by 
adding thereto the balance of an old appropriation. In consequence 
of the existence of these unexpended balances, it was not easy for 
Congress to decide how much to appropriate from year to year. 
The balance of unexpended appropriations on the Ist of July, 1869, 
was $ 102,390,159, and of this sum $41,548,477 were for the War 
Department, and $26,532,453 for the Interior Department, or more 
than two years’ appropriations for each of them. Indeed, their bal- 
ances were nearly as large as the entire appropriations for the fiscal 
year, thus giving the departments two years’ supplies for one. When 
the New York Post Office was begun, the money was drawn from 
an appropriation ten years old. The law of 1870, it was supposed, 
would remedy these evils, but by making the smallest settlement 
under an appropriation, it could be kept alive two years longer. 
Thus, the law proved ineffective. Accordingly, in 1874, Congress 
again attempted to correct the evil by enacting “that annually, af- 
ter the ist day of July, the Secretary of the Treasury should cause 
all unexpended balances of appropriations remaining on the books 
of the Treasury for two fiscal years to be carried to the surplus 
fund and covered into the Treasury, except permanent specific ap- 
propriations, and those for rivers and harbors, lighthouses, fortifica- 
tions, public buildings, pay of the navy and marine corps.” This 
law no department has yet been able to surmount or tear down. 

Another practice, and far worse than the one just described, was 
the transferring of appropriations from one head of expenditure to 
another. The Constitution provides that no money shall be drawn 
from the Treasury but in consequence of appropriations made by 
law. This provision has been evaded from the early days of the 
Government until recently, under various pretexts. Elsewhere we 
have traced the history of these transfers. In 1868 Congress re- 
pealed all laws of this nature, and enacted that no money appro- 
priated thereafter should be diverted from its specified purpose. 
Nevertheless, the very next year, Mr. Robeson, the Secretary of the 
Navy, without making his intentions known to Congress or the 
country, began the rebuilding of the navy, relying on the unexpend- 
ed balances which had accumulated in the Navy Department. He 
forgot that Congress had legislated on the subject; having discov- 
ered his ‘blunder he abandoned his ambitious and, doubtless, well- 
meant designs. Had no action been taken by Congress it is highly 
probable that Dolphzns would have been sporting in many a sea, 
to the delight of our worthy naval officers, whose pride in their 
country can in no way be raised by commanding vessels so poorly 
representing our National aspirations. 

In 1872 Congress enacted a law concerning the proceeds of the 
sales of public property, worth mentioning in this place. Before 
that time, when property was sold by a department, no regulation 
existed respecting the proceeds. Enormous sales were made by the 
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War and Navy Departments after the close of the war, of property 
which had become useless or too expensive to keep. Large sums, 
also, were realized from captured and abandoned property. They 
came into possession of very large funds, disengaged from any use 
whatever, which could be expended as the departments pleased. 
Congress enacted that all proceeds of sales of old material, con- 
demned stores, and other public property, with a few exceptions, 
should be covered into the Treasury. 

One or two more matters require to be briefly noticed. Though 
the Treasury Department was effectively organized for examining the 
ordinary deniands on the Government, it could not well determine 
the justness of a claim long due or presented on ex-farte evidence, 
for the accounting officers possessed no means to call witnesses or 
cross-examine them, or to test the sufficiency of their testimony or 
its credibility. To prevent dangerous claimants from imposing on 
the Government, the heads of departments were authorized to trans- 
mit to the Court of Claims “any claim . . . where the decision 
will affect a class of cases or furnish a precedent for the future ac- 
tion of any executive department.” Congress also provided that the 
accounting officers should continue to receive, examine and consider 
the justice and validity of all claims under appropriations, the bal- 
ances of which had been exhausted or carried to the surplus fund, 
that might be brought before them within a limited period. The 
amount due to each claimant was to be reported at the beginning 
of each session to the Speaker of the House, who was required to 
lay the report before Congress for consideration. 

The last topic to be noticed is an investigation into the system of 
bookkeeping in the Treasury Department. This sprang from the be- 
lief that the work was improperly done, and that an investigation 
would reveal great crookedness. As warrants have always been re- 
quired for money paid or received by the Treasury, it was, of 
course, easy to ascertain the amount of these. When a warrant for 
receiving money has been issued, signed by the Comptroller and 
Register of the Treasury and properly entered in the books of their 
offices, and is receipted by the Treasurer of the United States, the 
amount is charged in his general account, and is_ technically 
known as “covered money,” and cannot be drawn from the Treas- 
ury, except by an appropriation. Warrants covering money into the 
Treasury are drawn as soon as possible after making deposits. 

The amount deposited in the Treasury and covered by warrants 


from March 4, 1789, to June 30, 1875, was $ 14,973,305,670 59 
The amount deposited but not covered at that time was 1,072,002 73 


$ 14,974,377,073 32 


The amount paid on warrants was $ 14,797,839,742 74 
The amount deposited with the State 28,101,644 9I 
Unavailable 2,661,866 53 
Balance on hand in the several offices and depository banks or in 

transit 145,774,419 14 








$ 14,974,377,973 32 
An examination of the books had been in progress for six years 
prior to the investigation, which, though revealing extraordinary 
discrepancies, also showed that they were results of imperfect book- 
keeping. “Indeed,” said Secretary Bristow, in a letter to the investi- 
gating committee, “such an accountability for the moneys received 
and disbursed has always been so enforced by this department that 
every cent of money received by the Government since its organi- 
zation is either on hand or properly accounted for.” 
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The amount that had been covered into the Treasury derived 
from loans and Treasury notes from the organization of the Gov- 
ernment to June 30, 1875, was $8,441,763,203.84, and the expendi- 
tures for the same period for redeeming the loans and Treasury 
notes were $6,325,583,753.34. The outstanding principal, therefore, 
was $2,116,179,450.50. This sum, however, exceeded the actual 
amount $116,105,081.45, and when the discrepancy was first dis- 
covered in the Treasury Department, Mr. Bayley, who was examin- 
ing the books, was astounded. But the explanation was soon found. 
Stocks amounting to the above sum were issued to pay various 
debts and claims, the revolutionary debt, the Mississippi and 
Louisiana purchases, and other obligations, and on maturity they 
were paid from the general funds in the Treasury. This showed 
an expenditure for which there was no corresponding receipt, as no 
money ever came into the Treasury in these transactions. 

Two items in the above table need explanation: the amount de- 
posited with the States, and the unavailable fund. The latter fund 
had its origin in losses not caused by the fault of the Treasury, 
but by robbery, accident, defalcation, misconduct of depositaries and 
the like; yet the Treasurer was responsible for these sums, and 
was charged therefor. In ordinary bookkeeping such deficits would 
be entered in the profit and loss account by crediting cash and 
debiting the defaulter. The Treasurer could not do this, so an ac- 
count called “unavailable” was created, which was charged with 
the amounts, and the Treasurer was credited in his general account. 
This practice continued for a long time, though unauthorized by 
law. In order to relieve the Treasurer, Congress adopted the safe 
expedient of making appropriations for each specific loss. By simi- 
lar action the deposits due from the States, which no one ever 
expected would be returned, but the record of which, notwithstand- 
ing, was continued on the books of the Treasurer until a recent 
ate, 
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CANADIAN BANKING. 


The following remarks are from the address of the General Man- 
ager of the Merchants’ Bank of Canada, Mr. Hague. The unwisdom 
of excessive competition is a point which bankers outside Canada 


may well consider: 

We have had in Canada, during the present year, what might 
have become a great banking disaster. The bank itself was saved, 
yet with the collapse of a system of management which set the 
rules of prudence at defiance and maintained a style of competition 
that did grave injury, not only to other banks, but to the commu- 
nity. This, and other indications, point to the desirableness of united 
action amongst the banks generally, such as prevails in Scotland, 
London and New York, to the great advantage both of the banks 
and the public. 

Experience shows that imprudent banking does serious damage to 
the mercantile community. The lavish lending of money without 
proper regard to security is not a benefit, but an injury to all 
parties. 

When a bank loses millions of money, it simply means that large 
numbers of its customers have been ruined. In a majority of cases 
(and I now speak from experience) they have been ruined by be- 
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ing able to borrow too freely from the bank. A _ prudent bank 
would have kept them in check and saved them. Some of this 
imprudence in lending money results from the foolish way in which 
competition is carried on. Competition there. must be; but it is 
certainly not wise for a bank manager to be constantly begging peo- 
ple to come and borrow the money entrusted to him to lend. 
do not think the banks, as a whole, have made a dollar of profit 
by money so pushed out, the average of losses from the _ business 
being so high, and they have certainly done damage to their cus- 
tomers. There can be no good in reversing the natural order of 
things. When a trader wants to borrow, the natural course for him 
is to go to the man who has money to lend, and explain his po- 
sition and security. And, instead of aiming tv borrow as much as 
possible, it should be his ambition to borrow as little as he can 
possibly do with. Let him build up a character for prudent dealing 
and he may depend upon it that his legitimate wants will be sup- 
plied at all times. 

If banks had a mutual good understanding, it would prevent one 
institution being played off against another. Better terms are some- 
times sought. The demand, in some cases, may be legitimate enough. 
In other cases, when the demand is for more money or less secur- 
ity, it may be refused in the customer’s own interest. Another 
bank may be applied to in such a case. The spirit of competition 
may then prevail to the extent of breaking down reasonable safe- 

ards. Managers of branches need special care in this direction. 

Oo take an account from another bank by offering or consenting to 
better terms, is often deemed a fine achievement, deserving special 
recognition by the directors. But boards of directors by this time 
have learned to estimate such achievements at their true value. If 
I were to put on record the amount of money the banks have lost 
in this way it would run up into millions. 

Bankers would find it to their interest to have that sort of com- 
mon understanding that will make it impossible for a customer to 
leave one bank for another except on equal terms. The checks 
and restraints of prudent banking should be so common that any 
customer will understand that he cannot get rid of them by chang- 
ing one bank for another. There will, of course, be preferences and 
repulsions, likes and dislikes. A banker may make himself so dis- 
agreeable and unreasonable as to make it difficult to do business 
with him. Other banks, 1n that case, will have the offer of ac- 
counts on perfectly equitable terms, and will be justified in taking 
them. What is specially deprecated here is that spirit of ambition 
to extend business which will lead to its being taken on unsafe 
terms, or the allowance of rates which are unprofitable and unrea- 
sonable. An association of bankers, like that of the United States, 
for the furtherance of mutual interests, would be of great advantage 
both to the banks and to the public. 

I will now take the liberty of making a few remarks on the sub- 
ject of requiring all bank-note issue to be secured by Government 
debentures. 

As the bank charters have still six years to run, this can scarcely 
be considered a practical question at present. It may, however, be 
well to give the subject consideration for some time beforehand. A 
few remarks, therefore, may not be out of place, especially as it 
has been prominently brought forward by the president of our lead- 
ing bank. 

To begin with, it is well to remember that this is not a new 


SERRE PE AGA EE aes BS ES 
— a —o - 


ao 
SR 


eens eats elas as 
oe 
—— 


SSP SBS pete a 


ted 
ce in ee ae 


Seas Tse van 
= Sa ee eee 











1885. ] CANADIAN BANKING. 125 


subject. It was exhaustively discussed in Parliament and through 
the press sixteen years ago. The Government at that time brought 
forward a measure for the covering of bank notes by Government 
bonds, but after discussion, spread over two years, the measure 
was withdrawn as unsuitable to the circumstances of the country. 
The system of bank circulation established among us has been the 
growth of forty or fifty years, and has spread its roots into every 
department of business. It could not be radically altered without 
serious disturbance to our commercial interests. The case is not 
that of considering what is the best theory on the subject, as we 
might do in establishing a banking law for a new territory. Our 
bank circulation, whatever its merits or demerits may be, is already 
established. This is no reason why it should not be modified or 
improved, or even, if need were shown, abolished altogether. But 
all must acknowledge that to bring about a fundamental alteration 
in the whole bank-note system of the country is a matter that 
should not be entered upon without weighty and pressing reasons. 
The gravity of the issue may be inferred from the fact that to 
carry it out must necessarily involve a large diminution in the sup- 
ply of money available for the mercantile community. There may be 
differences of opinion as to how many millions or tens of millions 
this diminution will amount to. But the diminution will neces- 
sarily be sufficiently heavy to make itself felt in a scarcity of 
money. This may or may not be an unmixed evil; but it 1s cer- 
tain to transpire, and due weight and consideration should be given 
to it by the public. This may not be a sufficient reason in itself 
for allowing things to remain as they are, for if we were troubled 
with such rotten issues as formerly prevailed in the United States, 
and by which untold losses accrued to the people, almost any sac- 
rifice would be cheerfully made to get a better system. But it cannot 
be said that the bank currency of Canada is now, or ever has been, 
on such a footing as this. On the contrary, the loss suffered by 
the community during the last fifty years by the failure of banks to 
redeem their issues has been but a small fraction. 

The case may be summed up as follows: 

On behalf of alteration and the compelling all banks to cover 
their issues by Government bonds, it is claimed that a currenc 
thus secured would rest on a solid basis, would circulate in all 
parts of the Dominion at an equal value, and, if the issuing bank 
failed would be promptly redeemed. 

That for the banks to lend large sums of money to the Govern- 
ment would prevent the necessity of borrowing abroad to the same 
extent, and would create a home market for Government securities. 

That it would prevent the establishment of ephemeral and un- 
sound institutions that are enabled to carry on business wholly by 
means of the facilities circulation affords them. 

That it would be a benefit to the banks themselves to lessen 
their power of making loans by means of circulation. Such loans, 
so easily contracted, adios often to inflation of prices and loss 
both to the merchant and the bank. 

That the system has long been tried in the United States, and 
has proved of great value in providing a sound currency, in which 
the people have perfect confidence, circulating at par in all sections 
of the country. 

It is sometimes said, also—but this is a mistake—that the circu- 
lation of Great Britain is based on this principle. 

Against such a fundamental alteration as is proposed, it is ar- 
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gued: First, that, as above stated, it could not be carried out 
without a heavy diminution in the supply of money for mercantile 
purposes. 

That the disadvantages, whatever they may be, of the present sys- 
tem, have not been so serious as to call fora remedy involving such 
grave consequences. 

That bank notes are sufficiently negotiable for all practical pur- 
poses, in every part of the Dominion, and are now as secure as 
they can be made (even in the way proposed), by reason of their 
being constituted a preferential lien on the assets of the bank. 

That the system of bank circulation, subject to constant redemp- 
tion, like that of Canada, is the only one that provides naturally 
and easily for the expansion and contraction of circulation neces- 
sary in an agricultural community. 

That a system of fixed issues, which provides neither for contrac- 
tion nor expansion, has proved a serious detriment in the United 
States, leading to unnatural scarcity of money at one time, and un- 
natural redundancy at another. 

It is urged, too, that the banks of the United States are all local 
institutions, each one complete in itself and without branches, and 
that a system which may be readily and easily worked in that coun- 
try might lead to serious practical difficulties in Canada, where 
banks have numerous branches. 

It is pointed out, further, that this is a question that affects 
country districts rather than great monetary centers; that our sys- 
tem of bank circulation is the one conducing to the greatest econ- 
omy of capital, in doing the business of a sparsely-settled country, 
where capital in the shape of money is not, by any means, abun- 
dant; and that the conditions of circulation are so radically differ- 
ent in monetary centers and outlying communities that no argument 
can be carried from the one to the other. 

With regard to preventing the establishment of unsound institu- 
tions, it is contended that the responsibility of this rests with the 
Government, and that it could be fully secured by legislation simi- 
lar to that of Sir Robert Peel’s Banking Act of 1844. 

I am aware what rejoinders could be made to some of these ar- 
guments. But it cannot be denied that this is a very grave ques- 
tion, affecting, as it does, the whole mercantile and industrial com- 
munity of the Dominion, and that it should be dealt with in a 
cautious and conservative spirit. It is not the condition of things 
in this city or province only that must be considered. Banking is 
within the sphere of the Dominion Government, and the interests 
of Ontario, of the Maritime Provinces, and of Manitoba, must be 
looked at, and that in view of the future as well as the present. 

Before the time for legislation comes, many circumstances may 
have transpired of which we are now in ignorance. These may 
affect any conclusion that we may arrive at. But my present im- 
pression is, without committing myself or the bank to details, or, 
in fact, definitely at all, that this country would do well, when the 
time comes for legislation, to follow the lines of Sir Robert Peel’s 
Acts of 1844 and 1845. On this basis the whole banking system of 
Great Britain has rested for the last forty years. These Acts dealt 
with the circulation, first, of the Bank of England; secondly, of the 
country banks of England and Wales; thirdly, of the banks in Scotland 
and Ireland, and its provisions deserve attention whenever the subject 
of bank circulation is discussed. I. With regard to the country 
banks of England it was provided, first, that no new banks should 
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be established having the right to issue notes; second, that existing 
banks should continue to have the right to the extent of their av- 
erage circulation in the three years preceding the passing of the 
Act. The country bank circulation is still carried on in England 
on this basis, and returns respecting it are periodically published. 
The total amount of such notes in circulation last February was 
£ 2,986,000. It is an utterly erroneous notion, though somewhat 
prevalent, that the Bank of England is the only bank in England 
that issues notes. 

II. In Scotland and Ireland, as in England, no new issuing bank 
can be established; but the banks were allowed to continue their 
circulation on the same basis as the country banks of England, 
with the additional proviso, however, that any bank might issue 
beyond the three years’ average on holding gold good for the ex- 
cess. This the banks of Scotland and Ireland take care to do, and 
have practically continued their issues as before. The circulation 
of the Irish banks according to the latest return, was £ 6,224,000. 
The circulation of the Scotch banks was £ 5,378,000. 

III. The provisions of the Act with respect to the Bank of Eng- 
land are worth studying. For though we have no Bank in Cana- 
da corresponding to the Bank of England, our Government issues 
notes which are a legal tender, like those of the Bank of England, 
and which are redeemable in gold at the Government Treasuries. 
Recognizing the fact that a legal-tender note, which cannot be re- 
fused, no matter how large its amount, requires to be on an ex- 
ceptionally secure basis, the Act provided that the bank, as heretc- 
fore, might issue notes to a certain amount fixed by the Act against 
Government securities, but that the whole excess should be repre- 
sented by gold in its actual possession. To secure this latter a de- 
partment of the bank was created, whose sole function is to give 
gold for notes and notes for gold. Sir Robert Peel’s Act, it was 
supposed, would accomplish many things which experience has 
proved it incapable of doing, such as the prevention of overtrading, 
inflation, and their consequences in panics and revulsions. These 
have been as rampant and violent in England since the Act was 
passed as they were before. But it has done one thing beyond 
question—It has secured that gold should always be forthcoming 
whenever Bank of England notes should be presented for redemp- 
tion. 

If the leading lines of banking legislation in England were fol- 
lowed here, any new banks chartered would be prohibited from is- 
suing notes. rining banks would be authorized to issue hence- 
forth to the average of their issues of three preceding years. As 
the system of Scotland or Ireland is undoubtedly more applicable 
to Canada than that of England, they would further be allowed to 
issue, as need might require, on gold specifically held for the pur- 
pose. The adoption of this method would check the establishment 
of unsound banks would give every needful facility for future busi- 
ness, would prevent any curtailment of the supply of mercantile 
funds, and provide for regular expansion and contraction. As to se- 
curity, the bank currency of Canada is as secure as it can be al- 
ready. 

Aictviee the same principle to the notes of our Government, I 
may remark that I am not now, and never have been, in favor of 
the Government of this or any other country issuing circulating 
notes. There are grave and weighty reasons against it, which rea- 
sons I have stated at the proper time and place, and am ready to 
do so again if called on. 
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The theory of our Dominion notes, however, is not a_ practical 
question at present. But events during this very year have shown 
the propriety of strengthening the gold reserve for such notes. As 
these notes are a legal tender in which all banks can pay their de- 
positors, and as the banks are compelled by law to hold a certain 
percentage of such notes, instead of gold (which some of them 
would much prefer), I submit that it is a matter of the greatest im- 
portance that the gold basis of our Government issues shall be so 
wide that the redemption or payment of gold for legal-tender notes 
can be carried on with the same facility as the issue department of 
the Bank of England. There would be more likelihood of this be- 
ing the case if the foundation on which the Act was originally 
based, under Sir Francis Hincks as Finance Minister, had been ad- 
hered to. I may be allowed to express the hope that this matter 
may receive the attention of our Government at no distant oppor- 
tunity. There is no reason why a change should not be made 
during the next session of Parliament. Meantime it would be de- 
sirable for the Treasury to increase its holdings of gold. 





ENGLISH BANKING PRACTICE, 


[ CONTINUED FROM THE JULY NUMBER. } 


Spoiled Stamps may be recovered within six months from their 
date, if the bills have not been accepted or presented for accept- 
ance. Fuller information will be found in the Bazker’s Almanac, or 
can be obtained from any stamp distributor. 

The stamp cannot be impressed upon inland bills after they are 
made, nor can a stamp of sufficient value be supplemented. A fresh 
bill must be drawn. 

Presentation for Payment—On the day a bill matures it should 
without fail be presented for payment at the place indicated in the 
acceptance, even if the holders have met the acceptor elsewhere, 
or if he has said, before maturity, that he will not pay it, or if he 
has failed, or 1s dead. It need not be to the acceptor himself, if 
presented at his office or house to anyone apparently in a position 
to give an answer, and it must be tendered within his usual busi- 
ness hours. The bill itself should be actually presented, the ac- 
ceptor is not bound to send down for it. If it is not presented on 
the due date, though the indorsers are discharged, he is still liable 
upon the bill, subject to relief for any loss accruing to him in con- 
sequence of the delay. If the bill has been accepted for honor, it 
should be first presented for payment to the original drawee, and 
on his refusal notice should be given at once to the acceptor for 
honor, to whom, after protest for non-payment, application should 
be made for payment with charges, not later than the business da 
following the due date. If the drawees are not partners, th¢ bill 
must be presented to each of them, unless a place of payment is in- 
dicated upon it. 

Some banks do not like to receive bills for collection more than 
three or four days before maturity, but it is well that they should 
arrive at least the day before maturity, or a little earlier if, not pay- 
able at a bank, because the banker may wish for special instructions 
before incurring heavy charges for presenting, if the acceptor live 
miles away aS sometimes happens. 
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Banks usually indorse bills they send out for collection, placing 
over the indorsement the word “received,” thus converting it into 
a receipt and hindering further negotiation in case the bills are 
lost. Receipts on bills duly stamped require no receipt stamp. 

When a bill not domiciled at a bank is not paid on presentation, 
it is usual to leave a notice describing it and requesting that the 
amount may be sent to the bank within business hours. If a bill 


for collection falls due after the death of the depositor it should, on - 


collection, be passed to the credit of his executors, unless the 
banker has a lien on the document. 

Delay in presentation is excused so long as it is entirely beyond 
the control of the holder. 

Payment should be made at the place indicated in the accept- 
ance. The acceptor naturally is the person who ought to pay the 
bill at maturity; but if he does not, any indorser paying it is en- 
titled to prove upon the acceptor’s estate for the amount, with ex- 
penses and interest, and he is also entitled to the benefit of any 
securities which may have been deposited with the holder by the 
acceptor to cover the bill. 

If payment is not made in legal tender the bill should not, under 
ordinary circumstances, be surrendered until the articles received in 
payment have been converted into cash, and even then should any- 
thing be reclaimed there is no recourse against any of the parties 
to the bill, except the acceptor, unless they have given their per- 
mission for such articles to be taken in payment. If a check is 
tendered in payment the bill should not be surrendered but attached 
to the check to be given up with it on its being cashed, and under 
no circumstances should a check be received which cannot be con- 
verted into cash on the day the bill is due. 

Part payment should be indorsed on the bill thus: “ Received 

pounds in part payment of within bill, 
without prejudice to the rights of other parties.” If the bill has 
to be sent abroad it should be protested for the unpaid bal- 
ance. 

In case of payment after Cishonor, the drawee should reimburse 
the holder for the expense of noting or protest (“ Brookes’ Law of 
Notaries.” ) Payment by a bank where the bill is domiciled can be 
made, if the acceptor keeps his account there, without any advice 
beyond the acceptance on the bill, though some provincial banks 
refuse payment of such bills unless special orders to pay are given 
by the acceptors. 

If the bill is payable at the London agents of his bankers, the 
acceptor must of course request them (his bankers) to order their 
agents to pay it, and such instructions should be given sufficiently 
before maturity of the bill to enable them to be repeated to Lon- 
don before the due date. A customer’s order to his bankers to 
protect his own acceptances requires no revenue stamp; if to retire 
another man’s acceptances, it should probably be stamped. If docu- 
ments are attached to an acceptance, they should be fully de- 
scribed in the order to retire it. Care should be taken to disclaim 
all responsibility in case of bills to be retired which are not payable 
at the office of the country bank’s own agent, or which are to be 
taken up with noting. The order may be advantageously worded, 
“Instruct your London agents to pay above acceptances when pre- 
sented at their office.” 

Bills Advised but not Presented for Payment.—When orders are 
received by a banker to retire a bill payable at his London agents 
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he will debit his customer and credit them. If the bill is not paid 
within a reasonable time he should advise his customer and seek 
his instructions. If he desires the order to be canceled, after 
having done so and having made sure that the advice is also 
canceled by his agents, the banker should reverse the entry and 
credit his customer again. One judge has, somewhat unreasonably, 
demurred to interest being charged against the customer under 
such circumstances whilst the amount was standing to his debit. 

Orders to Retire Acceptances—These should be signed exactly the 
same as a check, unless special instructions are given at the open- 
ing of an account. 

f such an order is received near the maturity of a bill, and the 
customer's account will not warrant the bankers in providing for it, 
it is not. enough simply to acknowledge receipt of the order, they 
must distinctly intimate that their attention to it depends upon 
their being provided with funds. 

Special Appropriations of payments to credit must be attended 
to, and if a customer pays in money, and at the same time de- 
clares it is to meet certain bills, the banker is bound so to appro- 
priate it. 

Acceptances of Strangers—A banker cannot be compelled to re- 
ceive money to retire bills domiciled with him or his agents by 
persons having no account with him, and he should always refuse 
to retire bills at the request of persons other than the acceptors, 
even if he knows them, because this opens a field for fraud and 
forgery. Attention to this rule would prove of mutual advantage 
to all bankers. 

The Death of Acceptor before payment of the bill, if known to 
the bankers cancels their authority to pay, and so does his bank- 
ruptcy. 

Payment must of course be only made upon the accepted part 
when a bill is drawn in sets, and all indorsements must be followed 
even though there be a break in the specialty, and though the in- 
dorsements are in a foreign language. 

If payment is made to a holder whose title depends upon a 
forged indorsement, the payer cannot charge his customer with the 
bill, though he may (perhaps) recover from the person to whom 
he paid the money. If the forgery be in the acceptance itself, 
not in the indorsements, he cannot recover from the holder, un- 
less he discover the forgery and give notice of it on the very day 
the bill is due. The like holds good as to letters of credit, where 
the issuer stands in the same position, as to forgery, as the acceptor 
of a bill. 

Payment for Honor—This should only be made after the bill 
has been presented to the drawee and protested for non-payment. 

Payment under Rebate—In addition to the notes on this point 
under the head of “Acceptance,” it may be remarked that 
the discharge should be “Received payment under rebate from 

@ , per cent. this day of - 
If a bill has no decuments attached to it, or if they are surren- 
dered to the acceptor on acceptance or at ‘any time before the ma- 
turity of the bill, he cannot insist upon th bill being surrendered 
under rebate. 

If a bill is given up under rebate because the acceptor is weak 
or has failed, the person who receives the money should cancel his 
indorsement, so as to preclude future liability under any possible 


circumstances. 
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Bills Rerulleda—-It is well to ascertain the reason of the recall, 
whether because the acceptor has remitted direct to the drawer, or 
because he requires assistance to meet the bill or a renewal of it, 
in which case a note should be made in the opinion book, for. fu- 
ture guidance. Acceptances recalled before maturity should not be 
canceled, neither should they at maturity, if retired by other than 
the acceptors, in which case therefore do not order payment but 
“withdrawal” of the bills. 

Non-Payment.—If a bill is not paid on presentation on the due 
date, it should, if not a purely inland bill, be certainly noted the 
same day, though the protest can be completed on a future day. 
If, however, there is no available notary, the protest must be made 
on the due date. It is useless to attempt a protest after the due 
date, unless in the usual course of business a bill has been sent by 
post direct to the house where it is domiciled, when it can imme- 
diately on its return, be protested as from the due date, if it leave 
the domicile on that date. Where no notary is available, any house- 
holder or responsible person may give a certificate, signed by two 
witnesses, attesting the dishonor of a bill, which will operate in all 
respects as a protest. 


The certificate should run: 


“Know ali men that I, A B. (householder), of in 
the county of in the United Kingdom, at the re- 
quest of C. D., there being no notary public available, did on the 

day of 188 , at demand 


payment (a acceptance ) of the bill of exchange hereunder written 
from E. F., to which demand he made answer 
wherefore I now, in the 
presence of G. H. and I. K., do protest the said bill of exchange, 
“(Signed ) A. B. 
"“G B. Ww; 
I. K., itnesses, 


“(Who give full addresses and occupations ).” 

A precise copy of the bill, back and front, with a// that is written 
thereon, should follow. 

This form of protest must bear a shilling stamp, for which post- 
age stamps are available. 

It is not now necessary to note inland bills on dishonor, but: 
if the amount is of any importance, and there is any probability 
= legal proceedings being required, it is perhaps expedient to 

SO. 

Upon a bill being dishonored it should on the day following 
the due date be returned to the customer and his account be debited 
but if the banker do not wish to give up his lien on the bill, it 
should be retained and notice of the dishonor sent in writing to 
all the parties to the bill whose addresses are known and against 
whom he wishes to have recourse. A useful form for notice is: 


“ Bank, Stratford, 17 February, 188s. 
“To A. B. of X. Please take notice that C. D.’s draft upon E. 
F. of Y., dated 12 November, 1884, at 3 months’ date, due 15 Feb- 
ruary, 1885, payable at Jones, Lloyd & Co., upon which you are 
liable as (drawer, indorser, or acceptor) has been returned to us 
dishonored by non-acceptance (or non-payment) and we request 
Total f payment thereof by you with expenses, £ 
otal, 


‘“< G. H. & Co.” 
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If this notice is sent by post its miscarriage, if due to the Post- 
office, does not prejudice the holder’s claim. If the addresses on 
the bill are insufficient or incorrect, and the full or correct addresses 
cannot be ascertained, the notices should be sent to the addresses 
that are given on the bill. Neither the death nor bankruptcy of 
any of the parties should deter the holder from serving notice 
upon their representatives, and he should, if possible, send notice 
on the very day he hears of the dishonor, though if the person 
to whom he has to send it is in another place, he may be allowed 
to send on the business day following the day on which he became 
aware of the dishonor. 

If instead of an indorsement any person guarantees due payment 
of the bill, “ as though indorsed by me,” notice should also be 
given to him. The holder of a dishonored bill is entitled to re- 
cover the amount of the bill, interest from the due date or from 
date of presentation if a demand document, and also the expense 
of noting and of protest, if necessary. 

If the dishonored document is one received from a casual cus- 
tomer the banker should not wait for him to call before giving 
notice but should advise him at once of the dishonor. If a bill 
has been protested for non-acceptance it should when refused pay- 
ment be again protested. 

When a bill is paid on presentation by the notary after dis- 
honor, it is customary for him to insist upon his fee being also 
paid. There is, however, a legal decision to the effect that he can- 
not enforce this claim against the acceptor. After a bill’ has been 
dishonored great care must be exercised in making any definite 
arrangement as to postponing payment with any of the principal 
parties, or the holder may lose his claim against the other persons 
liable on the bill, unless when making it he stipulates “without 
prejudice to my claim on the other persons liable thereon.” It is 
well, therefore, to obtain the written sanction of any one on whom 
the holder relies to such an arrangement before completing it. Of 
course, a banker will not exchange a dishonored bill for one pay- 
able at a future date, unless he is prepared to give up all his rights 
against the parties to the old bill in exchange for those acquired 
upon the new one. A composition accepted from an acceptor vol- 
untarily (without compulsion of law) releases the indorsers unless 
their consent is first secured. It is usual not to return an unpaid 
bill until the day following its dishonor, therefore it is not safe 
to assume that a bill is paid until time has elapsed for it to have 
arrived if returned the day after it fell due, assuming there is no 
delay in the post office. 

All dishonors which are not due to clerical errors, or which are 
not satisfactorily explained, should be noted in the opinion register 
against the acceptor. 

Short Bills—Bills not discounted, or which are not by the custom 
between the bank and the customer considered as actually sold to 
the banker, remain the customer's property subject to the banker’s 
lien, but if the banker has wrongfully parted with them to a third 
yarty the customer cannot follow them. Such bills are sometimes 
called “Bills for Collection,” sometimes “Short Bills,’ because often 
they are not carried out into the cash column of the pass book 
but entered “short” of it. , 

Lost Bills and Notes —The remarks upon lost checks are applic- 
able here, but if bankers are requested to stop payment of a draft 
issued by themselves, it will be well for them to be quite satisfied 














1885. | ENGLISH BANKING PRACTICE. 133 


that the applicant has good cause to warrant his application, 
and they should take a good indemnity for so doing as, if there is 
no forgery, a Jona fide holder may compel them to pay him. 

If a bill is lost or destroyed application for acceptance or pay- 
ment should be made on a written copy or on a written descrip- 
tion, by a notary, or in protest form, and the drawee should be 
warned against accepting or paying on the demand of any other 
person than the one on whose behalf the protest is made. 

Bills Wethdrawn from a banker should be applied for by the 
drawee's name, the due date and the amount. 


PROMISSORY NOTES. 


These generally are subject to the law of bills of exchange; they 
must be duly stamped, contain an absolute promise of payment, and 
should state the consideration, z. ¢., “for value received,” &Xc., Xc., 
though this is immaterial in the hands of a dona fide holder for 
value. 

They may be given by one promisor or by several. In the latter 
case the promisors (or makers) may promise jointly, severally, or 
jointly and severally. They may be payable to bearer or order or 
to a designated individual only. They are subject to the Statute of 
Limitations, which makes them inoperative if for six years after 
date of maturity no acknowledgment has been made of the liability, 
either actually or inferentially as by payment of interest on the 
principal sum. If they contain a pledge of collateral security with 
an authority to dispose of it, they are not invalidated thereby, but 
great care should be taken not to make the note into an agree- 
ment. 

A joint note is good only against all makers /ogether; a joint 
and several note is good against all together or against each of 
the makers separately. A note in the form “I promise to pay,” 
signed by several makers, is considered a joint and several note. 

[TO BE CONTINUED. | 
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BANK CHECKS TO BEARER. 


The New York /ournal of Commerce has made inquiry among the 
banks in this city concerning the payment of checks payable to 
bearer. The president of a prominent Wall Street institution said that 
his bank did not pay checks above $500 in amount to bearer. Such 
checks must be drawn to the order of some one, who, if not known, 
must be identified. Small checks, say of $50 or so, drawn to bearer, 
were paid on presentation, if they were apparently all ryght. The pay- 
ing teller of the same bank said he was governed by the circumstances 
of each case as to checks below the limit named by the president, 
indorsement or identification, or both, being sumetimes required as 
a protection to the bank, and in order to make it as difficult as 
posssible for money to be drawn fraudulently. 

The president of another institution said their practice was to pay 
checks according to their tenor. As now very commonly drawn, the 
printed form reads, “Pay to the order of ” and the word 
“bearer” is added, without erasure of any preceding words. In such 
cases he considered that the check demanded the bearer’s indorse- 
ment, and was not properly payable without. The drawer would 
have a right to complain if it should be paid unless indorsed. The 
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bank asked the indorsement both as a duty to the drawer and a 
protection to itself. A check drawn “Pay to bearer,” however, with- 
out the words “order of,” would be paid on presentation, unless 
something suspicious appeared, or the amount was large. 

The next president consulted said that his bank required identifi- 
cation, either by indorsement or otherwise. His object was not to 
protect the bank against forgery, but merely to avoid payment to 
the wrong person—some one who had picked the check up on the 
street or got hold of it in an unlawful way. : 

Another bank official said that, with respect to the large part of 
their business done through the exchanges, checks drawn to bearer 
were paid as presented, but such checks offered at the counter by 
strangers would not be paid unless indorsed or they were properly 
identified. 

The next banker called on said that large checks to bearer would 
not be paid unless the drawer came in person, or sent some one 
known to the bank. Checks of $50 or $75, payable to the bearer, 
were generally paid, unless presented by boys. 

A leading Nassau Street bank president said their rule was to be 
satisfied, in one way or another, that the payment would be all 
right. The bank was under no obligation to the check-holder, and 
would refuse to pay unless he could satisfy the bank. Being re- 
minded that there was a conflict of authority on the question 
whether the check-holder cannot sue the bank for refusing to pay, 
he expressed perfect confidence that no such right exists. He knew 
that the drawer might sue for damages, but the check-holder can- 


not. 





UNITED STATES CIRCUIT COURT—NORTHERN DIS- 
TRICT OF ILLINOIS. 


First Nat. Bank of Worcester, Mass. v. Lock Stitch Fence Co., et al.; 
Central Nat. Bank of Mass. v. the same Defendants. 


If a third person puts his name in blank on the back of a _ promissory 
note at the time it is made, and before it is indorsed by the payee, to give 
the maker credit with the payee, he must be considered as a joint maker. 
As the question is one of general commercial law, the Federal Court is not 
bound by the course of judicial decision upon it, even in the State where 
the note was executed and made payable. 


These were two suits upon promissory notes, one for $2,121 and 
the other for $1,123.59, both dated January 1, 1884, due twelve 
months after date, and payable to the order of Washburne & Moen 
Manufacturing Company, at the First National Bank of Joliet, III. 
The plaintiff in each case is a banking corporation, organized under 
the laws of the United States, and located in Massachusetts. The 
defendants are citizens of Illinois, the defendant Lock Stitch Fence 
Company being a corporation, having its principal office and place 
of business at Joliet. The declaration in each case contained a 
single count, in which the defendants were charged as joint makers 
of the note set out in the declaration, and as such jointly liable 
to the plaintiffs thereon. To each declaration there was originally 
a plea of the general issue. Amended pleas were subsequently filed, 
in which it was averred that the defendants were not, and never 
were, jointly liable in respect to the several supposed causes of ac- 
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tion in the declaration mentioned, or any or either of them, which 
pleas were duly verified. 

It is provided by-section 36 of the Practice Act of Illinois (chap. 
110, Cothran’s Annotated Ed., 1883, Rev. Stat. Ill.) that “in actions 
upon contracts expressed or implied against two or more defend- 
ants as partners or joint obligors or payors, whether so alleged or 
not, proof of the joint liability or partnership of the defendants 

. . . Shall not, in the first instance, be required to entitle the 
plaintiff to judgment, unless such proof shall be rendered necessary 
by pleading in abatement, or unless the defendant shall file a plea 
in bar denying the partnership or joint liability, or the execution of 
the instrument sued upon, verified by affidavit.” 

The notes in suit were executed and were payable in Illinois. 
On the face of each note appeared the signature of the defendant 
Lock Stitch Fence Company, by J. E. Dillman, treasurer, as the 
maker thereof, and on the back of each were the following indorse- 
ments in the following order: L. E. Dillman, A. H. Shreffler, A. N. 
Kleinfelter, A. Dillman, Washburne & Moen Mfg. Co., P. L. Moen, 
treasurer. 

Dyer, J.—What liability is assumed by a third party who places 
his name upon the back of a negotiable promissory note at the 
time of its execution by the maker, and before its delivery to the 
payee; and must liability in such case be determined in this court 
according to the course of judicial decision in the State where the 
obligation was incurred? Whether in the case stated the liability is 
that of original promisor, indorser or guarantor, has been a ques- 
tion upon which great diversity of opinion has existed in many of 
the courts of the States. But the growing current of authority even 
before Good v. Martin, 95 U. S. 90, seemed to tend toward the view 
that the liability assumed by a third party who thus indorsed a 
note in blank was that of original promisor, although a different 
rule was, and is yet, adhered to in some of the States. In New 
York it has been held in a long line of cases, of which Havzland 
v. Haviland, 14 Hun. 627; Phelps v. Vischer, 50 N.Y. 69, and Coul- 
ter v. Richmond, 59 N. Y. 478, are examples, that presumptively such 
a party stands to the paper in the relation of indorser, but that 
this presumption may be rebutted by parol proof that the indorse- 
ment was made to give the maker credit with the payee. The 
same rule of liability prevails in Wisconsin: Cady v. Shepard, 12 
Wis. 639. In Massachusetts it is held, in a series of cases too ex- 
tended for citation, that if a third person place his name in blank 
on the back of a note before its delivery to the payee, he is an origi- 
nal promisor, and the presumption is, in the absence of anything 
to the contrary, that the names on the back and on the face of the 
note were written at the same time. To the same effect are | 
Parsons Contr. (6 Ed.) 243; /réshk v. Cutter, 31 Me., 536; Schnezder 
v. Schiffman, 20 Mo. 571; Orrick v. Colston, 7 Gratt. 189; Riggs v. 
Waldo, 2 Cal: 485; Sylvester v. Downer, 20 Vt. 355; Lewis v. Har- 
vey, 18 Mo. 74. 

In this State it appears to be the established rule that a blank 
indorsement by a third party, made under the circumstances hereto- 
fore stated, is Arzma facze evidence of a liability in the capacity of 
a guarantor. In most of the cases wherein it has been so held, 
the holder sought to enforce against such third party the liability of 
guarantor, and the contention of the latter was that he could only 
be made liable as indorser: Camden v. McCoy, 3 Scam. 436; Cushman 
v. Dement, 3 Id. 497; Carroll v. Weld, 13 ill 683; Klein v. Currier, 
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14 Id. 247; Webster v. Cobb, 17 Id. 459; Hentz v. Cahn, 29 Id. 308; 
Glickauf v. Kagfman, 73 Id. 373; Boynton v. Pierce, 79 Id. 145; 
Stowell v. Raymond, 83 Id. 120; Wallace v. Goold, 91 Id. 15. 

But Good v. Martin, supra, must be regarded, I think, as settling 
the law upon this vexed question in the Federal courts. In that 
case Good indorsed a note in blank after it was signed by the 
makers and before its delivery to the payee, and it was sought to 
hold him as a joint maker. In the opinion of the court the au- 
thorities are reviewed, and it is distinctly held (1) that if a third 
person put his name in blank on the back of a note at the time 
it was made and before it was indorsed by the payee, to give the 
maker credit with the payee, or if he participated in the consider- 
ation of the note, he must be considered as a joint maker. (2) 
But if his indorsement was subsequent to the making of the note 
and to the delivery of the same to take effect, and he put his 
name there at the request of the maker, pursuant to a contract of 
the maker with the payee for further indulgence or forbearance, he 
can only be held as guarantor. (3) If the note was intended for 
discount, and he put his name on the back of it with the under- 
standing of all the parties that his indorsement would be inoperative 
until the instrument was indorsed by the payee, he would then be 
liable only as a second indorser, in the commercial sense. Says 
Mr. Justice Clifford, speaking for the Court, “ Where the indorse- 
ment is in blank, if made before the payee, the liability must be 
either as an original promisor or guarantor; and parol proof is ad- 
missible to show whether the indorsement was made before the in- 
dorsement of the payee and before the instrument was delivered to 
take effect, or after the payee had become the holder of the same; 
and if before, then the party so indorsing the note may be charged 
as an original promisor; but if after the payee became the holder, 
then such a party can only be held as guarantor, unless the terms 
of the indorsement show that he intended to be liable only as sec- 
ond indorser, in which event he is entitled to the privileges accorded 
to such an indorser by the commercial law.” 

Applying to the cases at bar the principles thus laid down, it can- 
not be doubted that fprzma facze the liability of the defendant in- 
dorsers on the notes in suit is that of original promisors; nor can 
it be successfully questioned in the light of this adjudication that 
the notes themselves with the indorsements thereon are evidence of 
such liability; for if the indorsement were made at the inception of 
the note, they are presumed to have been made for the same con- 
sideration and a part of the original contracts expressed by the notes: 
Good v. Martin, supra. Whether the liability of these parties on 
the notes is shown by the parol proof of the facts and circumstances 
which took place at the time of the transaction, to be other than as 
above stated, will be considered in a subsequent part of this opinion. 

But it was contended by counsel for the defendants that, as the 
notes in suit were executed and were made payable in this State, 
the law of the State, as established by the course of judicial deci- 
sion here, must prevail in determining the character of the liability 
assumed by the defendant indorsers. This proposition was urged 
with much plausibility and force. That the question here involved 
is one of general commercial] law, must be admitted. The decisions 
in Illinois which have been cited are not founded upon any local 
statute, nor, in my opinion upon any such local usage as is alluded 
to in Swz/tv. Tyson, 16 Pet. 1. Nor does the determination of li- 
ability in the cases at bar rest upon an interpretation of any statute 
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or consideration of any local usage. It involves simply the legal 
relation which certain parties bear to instruments of a commercial 
fiature, the true interpretation and effect whereof are to be sought, 
not in the decisions of the local tribunals, but in the general 
principles and doctrines of commercial jurisprudence. 

The case of Swz/t v. Tyson, supra, is so familiar that extended 
reference to it is unnecessary. It had been held for a series of 
years in New York by the Supreme Court of that State, that a pre- 
existing debt was not a sufficient consideration to shut out the 
equities of the original parties in favor of the holders. But in 
Swzft v. Tyson, which came up from New York, the Supreme Court 
of the United States held a contrary doctrine to that announced 
by the courts of the State upon the question of the right of a 
bona-fide holder of a bill of exchange, who had taken it before ma- 
turity in payment of a pre-existing debt, without notice of any equi- 
ties between the original parties, to recover without regard to such 
equities. 

In Oates v. National Bank, 100 U.S. 239, a commercial transac- 
tion was under consideration which arose in Alabama. It was an action 
by a National bank located in that State, against a citizen of that 
State, upon a promissory note there executed and there made payable 
and negotiated. It was contended that the decision of the Supreme 
Court of Alabama should be accepted as the law governing the 
rights of the parties. But in reply to that contention, the Supreme 
Court of the United States said: “ While the Federal courts must 
regard the laws of the several States, and their construction by the 
State courts (except when the Constitution, treaties or Statutes of 
the United States otheiwise provide), as rules of decision in trials 
at common law in the courts of the United States, in cases where 
applicable, they are not bound by the decisions of those courts 
upon questions of general commercial law. Such is the established 
doctrine of this court, so frequently announced that we need only 
refer to a few of the leading cases bearing upon the subject: Sw2/? 
v, Zyson, 16 Pet. 1; Carpenter v. Prov. Ins. Co., Id. 495; Watson v. 
- Tarpley, 18 How. 517.” 

Again, in Razlroad Co. v. National Bank, 102 U.S. 14, the question 
was whether the holder of negotiable paper transferred merely as 
collateral security for an antecedent debt, nothing more, it not a 
holder for value within the rules of commercial law which protect 
such paper against the equities of prior parties. Mr. Justice Har- 
lan, speaking for the court, in a very able opinion, admitted that if 
the principles announced in the highest court of the, State of New 
York were to be applied to the case, a different conclusion would 
be reached than that announced in the opinion. The note in suit 
was executed and made payable in the State of New York, but 
the court reaffirmed the doctrine of Swzft v. Tyson and Oates v. 
National Bank, and refused to follow the decisions of the State 
court. 

Upon the authority of these cases I must hold that, as the ques- 
tion in judgment is one of general commercial law, the decisions of 
the courts of the State upon it, though commanding, as they 
should, our attention and high respect, are not necessarily control- 
ling here. Especially is this so, if Good v. Martin, supra, is to be 
considered, as I think it must be, an exposition of the law upon 
the question of the character of the liability presumptively assumed 
by the defendant indorsers, when they placed their names on the 
back of the notes in suit. 
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This act of the parties occurred at the inception of the notes, 
and before their delivery to the payee. Their indorsements, there- 
fore, must be presumed to have been made for the same considera- 
tion as that expressed in the notes and as part of the original con- 
racts. As we have seen, an affirmative admission was entered on 
the record before the plaintiffs rested their case, that the defend- 
ant indorsers indorsed the notes prior to their delivery to the payee. 
But without such admission the notes themselves, with the indorse- 
ments thereon in the order in which they appear in connection with 
the presumption arising therefrom, afforded frzma facze evidence of 
liability as original promisers within the doctrine of Good v. Martin. 
This was proof that satisfied the requirement of section 36 of the 
Practice Act before quoted, wherein it imposed upon the plaintiffs, 
as in such cases undoubtedly it does when a verified plea denying 
joint liability is filed, the burden of showing the joint liability of 
the defendants. 

It remains only to consider whether the extrinsic oral testimony 
tending to show the circumstances under which the defendant in- 
dorsers placed their names on the notes, overcomes or changes the 
prima facte case made by the plaintiffs. In Good v. Martin it was 
held that the interpretation of the contract in such case ought to 
be such as carries into effect the true intention of the parties, 
which may be made out by parol proof of the facts and circum- 
stances which took place at the time of the transaction. The lan- 
guage of the opinion makes it somewhat doubtful whether the court 
meant to go further than to hold that parol proof is admissible to 
show whether the indorsement of the third party was made before 
the indorsement of the payee, and before the instrument was deliv- 
ered to take effect, or after the payee had become the holder of the 
same. Little doubt, however, arises of the meaning and effect of the 
transaction between the parties in the cases in hand, even if the 
testimony orally given is all admissible. The defendant indorsers 
represented all the stockholders and officers of the company which 
executed the notes. The notes were given on account of a debt ow- 
ing from the company to the payee. They were duly executed by 
the maker, and then, before delivery, indorsed by the other defend- 
ants. Credit was thereby given the maker with the payee, and such 
was the intention of the parties. The relations of the indorsers to 
the company made them, in a certain sense, participants in the 
consideration of the notes. The president of the company testified 
that Mr. Washburne said when the note was executed, that as he 
did not know much about the corporation, and as the parties who 
afterward indorsed the notes owned all the stock, he desired them 
to become fersonally responsible on the notes. All this clearly adds 
to the prima facze case made by the notes themselves, cumulative 
and convincing proof of such a relation to the defendant indorsers 
to the notes as establishes their liability as co-promisors within even 
a restricted view of Good v. Martin. But it is contended that an 
intention is evinced to create only the liability of guarantors, by 
the further testimony of the president of the company, that in the 
conversation with Washburne, the word “guarantee” was used; that 
after he said that he required the defendant indorsers to become 
“personally responsible,” he used the expression that the defend- 
ants should guarantee the debt.” The real relation of the parties 
in the transaction to the notes they indorsed, cannot be modified 
or changed by a form of technical expression that may have been 
used at the time, so as to affect the character of their liability. 
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‘They indorsed the notes in blank. No words of express guaranty 
were employed to qualify the indorsement. It is apparent that the 
only object of the indorsements was to create an additional per- 
sonal responsibility, and secure credit to the maker with the payee, 
and the defendants must be held charged with the legal liability fairly 
flowing from their acts. 

Judgment will be entered against all the defendants as jointly liable 
upon the notes in suit. 
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ECONOMIC NOTES. 
THE CHEAP AND THE DEAR SELLER. 

Is it not the first law of economics that the cheap seller will 
supersede the dear seller, and get all his market away? Certainly 
that is true in the long run, but it is not true in five minutes. 
The difficulties in the way of the “ undercutter,” or underseller, are 
very great indeed. In the first place, “the trade” hate him, and 
the hatred of the trade is unpleasant. Then the buyer who cares 
about a fall of a penny, is always wanting credit, and does not 
like to quit the man who will give it, and who regards desertion 
as the one unpardonable sin. Moreover he, or rather she, believes 
in the customary price, and, whatever the newspapers may say, can- 
not get rid of the impression that somehow the underseller is giv- 
ing her, in some way, inferior quality for her money—a belief dili- 
gently encouraged by the regular tradesman, And lastly, the under- 
seller being anxious mainly for accidental custom, is neither so oblig- 
ing nor so patient, nor so careful about deliveries as his established 
rival. So strongly do these three causes work together, that we have 
heard of instances in which bakers in populous neighborhoods have 
bought their underselling rivals’ stocks and sold them at their own 
prices without their customers either knowing or resenting the tax 
so directly levied. The force of habit, which even arrests downfalls 
in bread, is much stronger as to articles less needed and less accu- 
rately understood, till we arrive at cases in which, as in the milk 
trade, cheapness is positively suspected or disliked, as if it must, of 
necessity, be based upon some fraud. As a rule, however, the de- 
mand that a customary and low price should be lower still, comes 
with surprising slowness, and the distributors, when their wholesale 
market has given way, enjoy unexpected profits continuously for 
months.— The Sfectator. 3 

A RETURN TO GOLD MINING, 

With so much of discouragement on every hand, with one thing 
after another slipping from under their feet, our people are begin- 
ning to ask, says a writer in the Eugineering and Mining Journal, 
what there is they can take hold of that will not miscarry, and, in 
spite of their best endeavors, end in disappointment. Looking about 
and studying the situation, they remember that California was once 
a great gold-producing country. Turning their eyes inland they see 
a broad auriferous belt stretching for 500 miles along the foot-hills 
of the Sierra. They know that this belt abounds with rich mineral 
deposits, comparatively few of which have ever been developed. 
They know that these deposits, where properly worked, have proved 
tolerably remunerative, and that for several years past the most of 
them have paid remarkably well. They know that we have been 
making great progress in gold mining, correcting most of the abuses 
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and mistakes once so common; and, reflecting on all this, there is 
a growing conviction among our people that they may have let go 
this business a little too soon; that, fostered by capital and care- 
fully looked after, it would have yielded better returns, perhaps, 
than some of our other much-lauded industries. And in this they 
are probably right. Quartz mining would seem to present as good 
a field as any open for the investment of money in the State, a 
fact that our home capitalists have not failed to appreciate, some 
of them having kept their agents constantly on the look-out for 
properties of this kind. This increased confidence and activity in 
mining is not altogether of recent date. It began to manifest itself 
four or five years ago, having now become so pronounced that 
many look upon it as marking the advent of a new gold era in 
California; contending that the business, if not restored to its for- 
mer supremacy, is sure to become, in the course of a few years, one 
of our most substantial industries. What has tended greatly to im- 
prove the prospects of mining here, by winning to it the support 
of the better classes of the business community, is the almost total 
cessation of stock gambling. Dealing in Washoe shares is still kept 
up in a feeble and fitful way, for the Comstock giant dies hard. 
Other shares are quite dead, as denoted by the failure of attempts 
recently made to galvanize the cadaver. Confidence in California 
gold mining has, furthermore, been much strengthened of late by 
reason of the many discoveries of valuable quartz lodes that have 
been made in different parts of the State; these discoveries having 
occurred not in new territory, but generally in old and once popu- 
lous districts, sometimes in localities that, having been exhausted of 
their surface deposits, had come to be neglected or wholly abandoned. 
THE LONDON “ STATIST” ON BIMETALLISM. 

It has been sufficiently proved by the experience of Germany and 
France, as well as by that of the United States, that along with 
one metal used as standard money it is possible to keep in circula- 
tion a certain limited quantity of an inferior metal, also passing as 
standard. The inferior metal so kept in limited quantity becomes 
in fact, a species of inconvertible paper, of much higher intrinsic 
value than inconvertible paper would be, but still maintained in cir- 
culation on an equality with the standard money by the limitation 
of the quantity and the general credit of the Government which 
issues it. To secure a gold standard, therefore, all that is really 
necessary for the United States Government, as we have stated, is 
to suspend from this moment the coinage of silver. Some inconve- 
nience, perhaps, would result from the latter course to different 
countries throughout the world who either use silver or have rela- 
tions with silver-using countiies. To increase the annual supply of 
silver to such countries by the amount just now coined in the 
United States, would probably contribute to a further fall in silver, 
the effect being doubled, of course, by the greater demand upon 
gold which would become necessary in the United States through 
the cessation of the coinage of silver. By the measure, in other 
words, gold would be appreciated, as well as silver depreciated. 
Looking at the masses of gold and silver in existence, however, we 
do not think that the inconvenience thus arising would be very 
“ee and in any case it is not an inconvenience which the United 

tates seem specially bound to consider. They have their own in- 
terests to look after; and if those interests require a single mone- 
tary standard, as we believe they do, and if it is thought on the 
whole that gold is better for the purpose than silver, then the 
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United States ought to use gold alone as the standard money, 
without much consideration of what other countries may suffer 
from the appreciation of gold and the depreciation of silver. No 
doubt a certain interest in the United States is concerned in get- 
ting a good price for silver, but as the total annual production of 
silver in the United States is only about eight millions sterling at 
present prices, it cannot be said that this interest is a very power- 
ful one in comparison with the great interests of the people of the 
United States as a whole. 





THE WARNER SILVER PLAN. 


? 


What is known as the ‘‘ Warner plan” for the adjustment of the silver 
question, is understood to be the outcome of conferences held since the ad- 
journment of Congress, between Gen. Warner and others on one side, and 
persons on the other side representing various shades of opposition to the 
present method of coining silver dollars under the law of February 28, 1878. 
The two most prominent features of the plan are: 

first.—The issue to depositors of silver bullion, of certificates of a fixed 
and unchanging number of dollars declared upon their face, and endowed with 
at least sufficient functions of being a tender by and to the Government, to 
give them currency and acceptability as money. In this feature it differs radi- 
cally from the plans, of which many have been proposed, to issue certifi- 
cates varying as to the number of dollars for which they shall be current, 
from day to day, or at other short periods, in proportion to the variation in 
the relative market valuation of gold and silver bullion. The scheme of a 
coin, or of a certificate, with a fluctuating money valuation, is absurd to the 
last degree, and although often broached in this and other countries, it has 
always been rejected by the common sense of mankind. It is an essential 
part of the conception of a sound and practical money, that the receiver of 
it shall have an assurance of his ability to pass it as money at the same 
rating at which he took it. It surely cannot be necessary to argue the point, 
that in this particular of giving monetary functions at a fixed dollar valua- 
tion to certificates of deposited silver bullion, the Warner plan is the only one 
fit to be considered. 

Second.—The Warner plan monetizes silver substantially without limit, at a 
ratio fixed at every given moment by the then actual market relative valua- 
tion of gold and silver bullion. A certificate for ten (10) dollars under this 
plan is, therefore, not only always a certificate for that number of dollars, no 
more and no less, but there is the further assurance that these dollars, as 
certified in respect to their number, shall always have the same market and 
commercial value at home ani abroad as gold dollars, or, in other words, 
that the certificate shall always have the market and commercial value of 
ten (10) gold dollars. This steadiness of value relatively to gold is secured 
under the plan (1) by the original issue of the proposed silver certificates 
upon the market gold value of the deposited silver, and (2) by the redemp- 
tion, when demanded, of the certificates, either in an amountof silver equal 
in gold value, at the time of redemption, to the sum expressed on the cer- 
tificates, or in dollars, at the option of the Treasury.. The latter mode of 
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redemption is equivalent to a gold redemption, inasmuch as all our lawful dol- 
lars are now equal to gold, the paper dollars by convertibility, and the coined 
silver dollars from the fact that the actual number in existence is not in ex- 
cess of the quantity which the circulation will sustain at a parity with gold. 

In essential respects the monetization of silver by this plan makes it as com- 
pletely a world’s money as if the United States was able to negotiate treaties 
with leading commercial nations for the coinage of silver at a ratio to gold 
of 15%, or 16, or any other agreed ratio. If we monetize silver at a ratio 
to gold always exactly corresponding to the market ratio between the metals, 
we necessarily have an international ratio, inasmuch as the easy mobility of 
the two precious metals makes their relative market valuation practically the 
same in all commercial countries at every given time. If, possibly, a settle- 
ment of the ratio by treaties would be a better method, it is sufficient to 
know that no treaties of that kind have so far been made in the history of 
the world, the Latin Union Treaty not being an example of it, but an ar- 
rangement of a special kind between. contiguous countries, and having no 
relation to the matter now being considered. The parties forming the Latin 
Union Treaty were, when they entered into it, and had long before 
been, on the double standard and at a common ratio. Furthermore, we know 
that our own efforts, persisted in since 1878, to negotiate such treaties, have 
met no success, and extremely little encouragement. And, finally, if such 
treaties shall prove to be practicable of attainment hereafter, the present 
monetization of silver by the Warner plan will in no event be an impedi- 
ment to our entering into such treaties, and will rather tend to facilitate their 
future negotiation. 

Upon the whole, the proposed plan, while it will not satisfy that portion 
of the gold party which desires to narrow the volume of metallic money to 
a single metal, does offer a method of monetizing silver, which is not sub- 
ject to the two objections which are the controlling causes of the opposition 
of other portions of the gold party to the present method of coining silver 
dollars, viz.: (1) that it creates a: species of money not available for paying 
debts in important foreign countries which use only gold, and (2) that there 
is danger of the coinage becoming at last so excessive as to result in a de- 
preciation at home of the market value of the silver dollar as compared 
with gold. 

To me, while quite conscious that advancing age and retirement from ac- 
tive life prevent my knowing very much, as a matter of fact, about the actual 
tendencies of current public opinion, it seems probable that a very consider- 
able portion of the gold party, if satisfied that silver as proposed to be mone- 
tized by the Warner plan, will be as available internationally as gold is, and 
will not depreciate at home below gold, will feel that it is a recommendation 
of the plan, rather than an objection to it, that it will expand the mass of 
metallic money, and thereby check and perhaps reverse the now declining 
course of general prices, and thus avert greater disasters to industry and pro- 
duction than the world has already suffered. | 

It is naturally enough distasteful to silver men to regulate the valuation 
of silver by that of gold, and many of them object to doing that, upon 
the ground that it will make gold the money standard. Undoubtedly it 
will do that, in the sense of causing all other descriptions of money in this 
country, greenbacks, bank notes and silver, to be and remain at a parity with 

















1885. ] ‘THE WARNER SILVER PLAN. 143 


gold. But it does not make gold the standard, in the sense in which it 
would be if gold constituted the only money. The monetary standard of a 
country which fixes prices, and thereby determines the relation of property 
and labor to debts and taxes, is the total volume of money of all kinds, 
and the question in this case is, whether the proposed change in the method 
of using silver as money will increase or lessen the monetary use of it, and 
thereby increase or lessen the volume of money. 

If making gold the standard of the other moneys in use is what is ob- 
jected to, it is something which already exists, and will, under present laws, 
continue to exist for an indefinitely long period of years. The coined silver 
dollar will remain, as it is to-day, exactly equal in market value to the gold 
dollar, until it is coined in sufficient quantity to expel all the gold: from 
monetary use. If this exact equality did not now exist in the city of New 
York, and if silver dollars could be purchased at a discount of even one- 
fourth of one per cent., the entire customs’ revenue there would be paid in 
them, whereas only a small proportion of it is so paid. 

The same parity of market value between gold and silver coins of like 
denominations which exists here, as a consequence of the slow and limited 
rate at which it is coined, exists in every double-standard country in Eu- 
rope, as a consequence of the stoppage of the further coinage of silver in all 
of them. 

The enforced parity of market value between gold and silver money, 
whether it is an evil or otherwise, is an existing fact, and it is also a very 
permanent fact under our present laws. It is not a new fedture to be now 
for the first time introduced by the Warner plan. What that plan does is 
to change the method by which the market parity of value between the two 
metallic moneys is enforced. The present method is a close limitation upon 
the silver coinage, reducing it $15,000,000 annually below the production 
of our own mines. The Warner plan, on the other hand, enforces the parity 
of the two moneys by a method which imposes no legal limitation upon the 
conversion of silver to monetary uses. 

No reason is apparent why an adjustment of the question of the metallic 
standards on the general lines of the Warner plan may not harmonize all 
conflicting interests and opinions in this country, with the exception of the 
classes and persons who desire that the metallic money of this and all com- 
mercial nations shall consist of gold alone. With those classes and persons 
no compromise is possible, but that extreme party is not numerically power- 
ful, although the number of its real adherents is undoubtedly much greater 
than the number of those who are willing to avow themselves as_ such. 
Aside from those extremists, nothing seems to be needed towards consoli- 
dating public opinion upon a practicable measure of monetary adjustment, 
except that we should conquer our prejudices, and we shall be wonderfully 
aided in doing that, by remembering that other people as well as ourselves 
have prejudices, which must be taken into the account, considered, and as far 
as possible conciliated. 

Existing prices in this country are below the range which the actual 
amount of money would justify. They are kept below that range by what 
is a hope in some quarters and an apprehension in others, that the existing 
monetary volume may be contracted still more by further steps in restrict- 
ing and arresting the coinage of silver. The adoption of the Warner plan, 
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in view of the commanding position of the United States, as beyond com- 
parison or question the leading commercial and financial nation of the 
world, would be recognized here and everywhere as the definitive end of 
the battle of the standards, upon the basis of making the combined mass 
of gold and silver in itself, and as the basis of representative paper money, 
ths measure of the prices of property and labor. In advance of, and inde- 
pendently of, the actual increase of money by the larger monetary use of 
silver which the plan involves, prices would rise from the removal of the 
fear of the further contraction of money, and the rise would probably be 
much greater and more sudden than is generally anticipated. 
Gro. M. WESTON. 





INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. GRACE ON SIGHT DRAFTS DRAWN UPON A BANK. 


Is a bank entitled to grace on a draft upon it drawn ‘‘at sight,” or on 
a check dated, say June 26, but which reads ‘* payable June 27”? 


REpLY.—As said by our Supreme Court in the case of Brown v. Newhall, 
8 N. Y. 195, the circumstance that an instrument is drawn on a bank, does 
not determine its character, for if it did, there could be no days of grace 
allowed on any drafts drawn on banking associations. Whether or not 
grace is to be allowed depends upon the form of the instrument, 7. ¢., the 
time upon which it is drawn. It is the distinctive feature of a check that 
it is not only a draft upon a bank or banker, but that it is also payable 
on demand. A draft drawn upon a bank payable at sight is an entirely 
different instrument, and is as much a bill of exchange as if it were drawn 
upon an individual, not a banker. It is subject to the same rules as to grace. 
It is the general rule of the law merchant to allow grace on sight drafts, 
and this rule has been followed in most of the States (see table in the 
Banker's Almanac and Register for 1885, p. 387), and in Minnesota where 
the question arises. 

Whether a draft upon a bank drawn in the form of a check, but payable 
at a future day certain, is entitled to grace, is a question upon which the 
authorities are at variance. See reply in Magazine, August, 1884, p. 147. 
In our opinion such an instrument is not a check at all, because not pay- 
able immediately, but is to be treated as a bill of exchange, and governed by 
the same rules. 


II. RESPONSIBILITY OF AGENT FOR COLLECTION, &c. 


A draws a check on his bank to the order of B, and hands it over to 
him in payment of a liability. B, without indorsing it, transmits it to cred- 
itor C, who lives in another city. C, after having made his own indorse- 
ment, receives credit for it on the books of his bank. This bank mails it to 
a correspondent resident in the drawee’s town, and when presentment is 
made and payment, because of lack of payee’s indorsement, is refused, it is 
sent to protest. Questions: 

1. Could a failure to protest have involved the collecting bank in any 


peril ? 
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2. Ought not the drawees to have certified the check as good when properly 
indorsed ? 


REpPLY.—Ist. Yes. In the absence of notice of dishonor, both A _ the 
drawer and C the indorser of the check would be discharged from their 
liability, and if, before the indorsement of B could be obtained, the drawee 
bank should fail, or anyone of several contingencies which might be stated 
should happen, whereby the holder of the check might suffer damage, the 
collecting bank would be liable for failing to protest and suffering the 
drawer and indorsers to be discharged. If this check was sent for collection 
without special instructions in respect to protest, the collecting bank acted 
with entire propriety in sending it to protest when payment was refused. 
We do not see how a prudent banker could have done otherwise. 

2d. We do not think the drawees should have certified such a check as 
this. In the first place, certification is a matter of favor, not of right, and 
in the next place, we do not consider that it is good practice for a bank to 
certify a check for a party, who apparently has no legal title to it, and when 
the certification may possibly involve it in some future complication as to 
the character of which it cannot be certain when the check is presented. 


ee 
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III. LIABILITY ON DUPLICATE LETTER OF ADVICE. 


Some of our stock dealers sell stock at Bushtown and bring to us a 
ticket of which I send you a copy. What I wish to ask is, Is it the correct 
thing for us to credit our customer with the amount upon his giving us the 
ticket, or should we wait to be advised by the Bank of Bushtown that the 
deposit has been made which is usually sent us by mail the next day? 


REPLY.—We understand this so-called ‘‘ticket” to be a duplicate of a 
letter written by the Bushtown Bank to the inquirers, informing them that 
a sum of money has been deposited to their credit for the benefit of Jones 
& Smith, and that this duplicate has been delivered by the Bushtown 
Bank to Baum & Co. for such use by them, or by Jones & Smith, as 
may be proper. And we understand the inquirers to intend to ask, whether 
they can safely give Jones & Smith upon receipt of the ‘‘ticket,’ and 
hold the Bushtown Bank liable, before the receipt of the original letter 
of advice by mail, and even if no such letter should be received at all. 

We think the inquirers are perfectly safe in giving credit upon receipt of 
the ‘‘ticket,” and that the Bushtown Bank will be bound for any pay- 
ments made by the inquirers upon the faith of it when delivered to them. 
Upon its face it purports to be a statement made to the inquirers by the 
Bushtown Bank, and we can see no reason why the inquirers have not a 
right to rely upon a statement made in this manner and to act upon the 
faith of it. When the ‘‘ticket” was issued by the Bushtown Bank, it 
must have been intended that it might be exhibited to and acted upon by 
the persons to whom it is addressed. 


IV. OF THE EFFECT OF THE INDORSEMENT, ‘‘ INDORSEMENT GUARANTEED.” 


When a banker accepts a check on another bank payable to the order of 
the party presenting it, but fails to have the said party indorse it, but in- 
dorses it himself, as follows: ‘‘ John Jones, by John Smith,” and then sends 
it to his correspondent in the city, who indorses it and sends it to the 
bank on which it is drawn, does the indorsement above and the city bank’s 
indorsement serve as a guarantee to the paying bank without the words ‘‘in- 
dorsement guaranteed” written thereon? 


Io 
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Rep_y.—The contract of the indorser of a check is, in general, a contract 
with subsequent holders of the check, that if the check is duly presented to 
the bank upon which it is drawn and payment is refused, and due notice of 
non-payment is given to the indorser, he will pay the amount of it. And 
the indorser is also held to guarantee “ the holder that the signature of the 
drawer and of prior indorsers are genuine; but the indorsement is not evi- 
dence of any contract with the bank upon which the check is drawn, and 
when the check is paid by the drawee it has performed its office, and the 
liability of the indorser as such is at an end. If a bank pays a check bear- 
ing an indorsement either forged or unauthorized, so that the party present- 
ing the check has no title to it, and no right to receive the money on it, 
the bank may often recover the amount so paid from the party fo whom it 
has paid it, but money so recovered is recovered as money paid by mistake 
and without consideration; and the right to recover in such a case is en- 
tirely independent of the fact that the party receiving payment may have in- 
dorsed the check. It exists equally where there has been no _ indorsement, 
which, when made by the party receiving payment, is substantially nothing 
more than a receipt for the money. 

When a check, bearing an irregular indorsement like this, is presented for 
payment, the drawee bank is bound, as between its depositor and itself, to 
show that the indorsement is authorized, and being under this obligation, it 
has the right, when the check is presented, to take a sufficient time to in- 
vestigate and satisfy itself that the indorsement is correct, before it can be 
called upon to make payment. For this reason, as we suppose, the custom 
has grown up among banks, when the holders of checks bearing such in- 
dorsements and wishing immediate payment, to stamp or write upon them be- 
fore presentment the words ‘‘indorsement guaranteed”; and thus to make a 
contract with the paying bank that, in consideration of immediate payment, 
they will be responsible for the correctness of the indorsements thus guaran- 
teed. If, however, this special guaranty is not given to the paying bank it 
has no remedy, in case the payment is disputed by its depositor, except 
against the party to whom it has paid the money on the check, and this is 
a remedy which is at best a very uncertain one. 
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COMPOUND INTEREST NoTE.—In the matter of the payment of the com- 
pound interest Treasury note of $50 dated July 2, 1864, which was refused 
by the first auditor on the ground that the note stated erroneously upon its 
face the date of the act under which it was issued, Comptroller Durham de- 
cides that the note is genuine ; that the same was issued under and by virtue 
of the act of June 30, 1864; that this note conforms in every particular to the 
requirements of said act; that it was unnecessary to inscribe on the note 
the date of the act under which it was issued; that the inscription on the 
note ‘‘July 2, 1864,” was done through mistake, which, however, did not 
impair the vitality of the note. The note having been issued by the Gov- 
ernment, sold in the market and put into circulation, it must be redeemed 
when presented by its holder at any time after three years from the date of 
the issue. Hence he sustains the Treasurer in his payment of the note. 
The comptroller cites several decisions of the Supreme Court to sustain his 
decision. The whole issue of notes erroneously dated was about $15,000,coo, 
of which only about $10,000 remain outstanding. 
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BANKS AND NATIONAL GOLD PAYMENTS.—THE issue has been joined at 
last, and the New York bank presidents have had a conference with -the 
Treasurer of the United States to see what measures can be taken to main- 
tain the Government upon a gold basis. There was a meeting to-day of the 
presidents of the National banks and the Treasurer of the United States, at 
which it was conceded that the Government might not be able to make gold 
payments till the next session of Congress, in view of the steady payments 
of customs duties in silver and the equally steady accumulation of gold by 
New York banks. Mr. Jordan’s meeting with the bank presidents was at 
their suggestion made at the banquet tendered him at Delmonico’s a short 
time ago, and when he met them this evening he wished it to be under- 
stood that the conference was without significance and was unofficial. His 
suggestion was met in the spirit that it was made, and he gave them a clear 
and lucid explanation of the condition of the Treasury, and it led to their 
voting to give the Government $10,000,000 of gold at once if it was necessary, 
and more in the future, if it should be needed prior to the meeting of the 
next Congress. The Government is receiving a majority of all customs 
duties paid on silver certificates, and hardly two per cent. of it in gold. 
Treasurer Jordan left with the understanding that the banks would pay out 
gold more liberally, and after they had voted the transfer of 10,000,000 of 
gold to the Treasury in settlement of balances, with the promise of more if 
needed. No antagonism was shown whatever, and the banks seemed as anxi-~ 
ous as the Treasurer to prevent any scarcity of the precious metal. 


TRIAL OF BANK OFFICERS.— The hearing of George W. Bumm, Williane 
H. Bumm, and Samuel. P. Milligan, charged with conspiring to defraud the 
Shackamaxon Bank of over $300,000, took place in Philadelphia on July 
jth. The testimony of John S. Kuen, the expert who was employed to ex- 
amine the books of the bank, was to the effect that in 1883 the firm of. 
Bumm & Sons’ checks amounted to $728,671. At the end of 1884 the 
firm’s account was overdrawn $144,356, and notes amounting to. $137,000, 
drawn by two clerks in the firm’s employ to the firm’s order, were deposited 
to their credit. In 1885 the firm’s overdraft was $40,521. and the only de- 
posit during the year was $760. The teller’s books showed glaring inac- 
curacies, the false entries being in one instance as high as $50,000. 
Many false additions were shown. Joseph Conklin, a contractor, swore that 
he began to deposit in the Shackamaxon Bank in 1874, and about two 
years later he entered into an arrangement with President William Bumm, 
now deceased to get money from the bank. Mr. Bumm simply gave him a 
note, and whenever he wanted money to settle for his contract work he took 
the note and got the money. This continued until 1882, when President 
Bumm advised him to draw the money on his personal checks, which he 
drew when he required it until the time of the failure. He did not keep a 
bank book, and never made any settlement. After Mr. Bumm’s death Conk- 
lin went on with his drafts the same as he had before. About two weeks 
before the failure he deposited $8,000 in bank with the watchman after it 
was closed He turned into the bank since 1883 about $200,000 in bills and 
warrants, and in 1878 he had given confessed judgment for $30,000 to 
President Bumm. He was to pay six per cent. for all the moneys since 
Bumm’s death. He had drawn $25,000 or $30,000. After further testimony 
of a similar nature, the Bumms were held in $20,000 bail each, and Milli- 
gan in $10,000 bail for trial. 
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CHARLESTON, S. C.—The charter of the First National Bank of Charles. 
ton, S. C., will expire this year. The First National Bank was organized 





November 20, 1865, with the following officers: President, Andrew Simonds; ., 


directors, George W. Williams, W. L. Trenholm, E. W. Marshall, M. C. 
Mordecai, David Jennings and Archibald Getty. The bank charter was 
granted in Washington on December 11, 1865, with a nominal capital of 
$ 200,000, but with a paid-in capital of $160,000. This was increased at 
various times to $500,000, and then reduced to $250,000, making an aver- 
age capital of about $300,000, on which dividends to the amount of $750,- 
000, and taxes and expenses of about $450,goo0 have been paid, the bank 
retaining about $450,000 surplus (including the premium on its United 
States bonds) to meet contingencies. A reporter of the Charleston News and 
Courier recently asked the president of the bank, Dr. Andrew Simonds, if 
the charter would be renewed, to whom he replied: ‘‘ The difficulties of 
making money are greater than ever known before, and to keep it when 
made, the hundred-eyed Argus must watch over it with sleepless eyes. No 
such depression has existed in our day, and yet we continue to spend money 
as in flush times. We have to face this double problem to make and to 
keep. Every investor knows the difficulty of finding stocks which will pay 
a fair rate, and be at the same time safe. We have to encounter two ex- 
isting causes of depression, the destruction of capital and the loss of busi- 
ness. Hundreds of millions of dollars have been lost in stock investments, 
at least one-fourth of which were gambling or fraudulent. Investors will now 
scrutinize closely before plunging into the unknown seas of hazard. There- 
fore, I think it safe to say that our shareholders will gladly avail themselves 
of the privilege of continuing an investment which is both safe and profit- 
able. But if not, there are others ready and eager to take their places. All 
the capital stands ready without notice to fill any vacancies. The First Na- 
tional Bank will live when its present managers have passed away.” 


ATLANTA, GA—When the Grant & Ward failure took place, John H. 
James, a private banker of Atlanta failed for $390,000. His depositors were 
principally of the poorer, class, though one of them, James Finley, was 
_ caught for $30,000. An agreement was fixed up, however, by which the 
Central Bank Block Association was formed, with John H. James as fiscal 
manager, he pledging his wife’s property for interest on the amount involved, 
and the depositors holding stock to the amount of their deposits. At the an- 
nual meeting, which occurred on the 15th of July, the two parties were pres- 
ent, the one composed of the broken banker, who had bought up most of 
the stock at twenty-five cents on the dollar, and the other headed by James 
Finley, the heaviest depositor. The two men faced each other angrily in the 
presence of hundreds of depositors present, Finley making a bitter arraignment 
of the man who had gotten all his money. The Finley party won in the 
selection of its ticket for directors. 


NEw ORLEANS MiINnT.—The coinage act of 1873 made it the duty of the 
Director of the Mint to have the general supervision of all United States 
mints or assay offices. The first Director acting under the law was the 
Hon. H. R. Linderman, and in his report on the subject he gives statistics 
of the coinage in the several mints, showing the total amounts and the de- 
nominations of money made at each place for each year of their existence. 
The New Orleans Mint was opened for business in 1838. Subsequently 
money of every denomination was made there. The Director’s statement is 
brought down to January 31, 1861, up to which time there had been a total 
coinage of $40,148,740 in gold and $29,764,353 in silver, making a grand 
total at the New Orleans Mint from its beginning, 1838, to the 31st of Janu- 
ary, 1861, in both silver and gold of $69,913,093. ‘The date at which the 
Director’s report closes was the date at which the mint fell into the hancs of 
the Confederates, Louisiana having seceded from the Union by an ordinance 
adopted by the State Convention January 26, 1861, and on the 2gth of the 
same month all the Federal offices in the State, including the mint, were di- 
rected, by ordinance adopted that day, to be transferred to the custody of the 
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State of Louisiana. On the 25th of March following they were ordered to 
be transferred to the care of the Confederate States. Documents lately 
brought to light show that subsequent to the mint going into the hands of 
the Louisianians and the Confederates, and up to May 30 of the same year, 
there were coined $254,000 in gold double eagles and $1,101,216.50 in 
silver half dollars, thus making a total coinage of $1,356,136.50 while the 
mint was in the enemy’s hands. What was done with this money does not 
appear from any available records, but the fact that the coinage as stated 
was made is shown on the books of the coiner at that time, and in order 
to make up the true amount of the actual coinage of the New Orleans Mint 
this sum must be taken into account. There was no regular coinage of the 
precious metals into Confederate specie under Confederate auspices, although 
the New Orleans Mint remained in their control to April 26, 1862, when the 
city was taken by the Federal forces. 


SAN ANTONIO, Texas, is entitled to the honor of having probably the 
youngest president of a National bank in the United States. Mr. J. S. 
Thornton, President of the Traders’ National Bank, of that city is only 
twenty-three years of age, yet possesses all the qualifications that go to 
make up a successful bank officer. 


DAKOTA.—Not long ago the Bank of Mitchell, in Dakota, closed its doors, 
but when Cashier Huyssen, of the White Lake Branch, was ordered to close 
his bank, he refused, and said he had no funds belonging to the Mitchell Bank, 
but, on the contrary, the Mitchell Bank owed the White Lake branch $11,- 
609. He further said that the money belonging to his White Lake deposit- 
ors would not and should not be swallowed up in the Mitchell bank fail- 
ure. On Saturday, Judge Wulfing, Attorney for the Assignee, went to 
White Lake to take possession, and was informed that he could not enter 
the bank. He posted a notice that the bank was closed, but Cashier 
Huyssen and Assistant Cashier Joe Ryan were,on deck with their deposit- 
ors. They tore off the notice and opened the bank. They posted guards 
at the entrance, and began paying off their depositors, when Judge Wulfing 
leaped over the counter and ordered a halt. Ryan then informed the crowd 
that a trespasser was inside the gate. No sooner were the words uttered 
than the attorney was pitched over the counter and out into the street. Mr. 
Huyssen continued ‘to settle with the depositors until the last one was paid 
in full. He then locked the bank and put the key in his pocket. 


BUFFALO.—At a meeting of the Board of Directors of the Manufacturers 
& Traders’ Bank held June 30th, Mr. Henry Martin, President, tendered his 
resignation, which was accepted. Mr. Pascal P. Pratt, Vice-President, was 
unanimously elected president, and Mr. Francis H. Root was unanimously 
elected vice-president. The following minute was unanimously adopted: 

The Board of Directors of this bank, with heartfelt regret, accept the 
resignation of Henry Martin. He was its first and has been its only presi- 
dent. Considerate in manner, and conservative, prudent and sagacious in 
judgment, he was selected 28 years ago by the founders of the institution as 
one eminently fitted for its chief executive. He has ever since watched over 
its interests, and guided its policy, and largely worked out its success. Year 
after year he has given it his time, his best thought, and his constant care ; 
and having grown old in its service now surrenders a faithfully-guarded 
trust. This board deems it but just that formal recognition be made of his 
en and accordingly directs that this minute be spread upon its rec- 
ords. 

The Manufacturers & Traders’ Bank was incorporated on the 24th of March, 
1856, and is a State bank. It is now the leading financial institution of the 
city in point of capital, the amount being $900,000. Pascal P. Pratt, who 
succeeds to the presidency of the bank, was born in Buffalo on the 15th of 
September, 1819, and has resided there ever since. He was the first vice- 
president of the Maaufacturers and Traders’ Bank. He is also a director in 
several other banks and in railway companies, and is connected with many of 
Buffalo’s worthy charities. 
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ScoTtcH BaNnks.—The Edinburgh Scotsman says that hitherto the rate of 
interest allowed on money placed on deposit receipt has never fallen below 
two per cent., but it would seem that at times like the present, when 
rates for money are so low, the banks have frequently been unable to get 
more than a-quarter per cent on money lent in London at call, thus involv- 
ing a loss of one and three-quarters per cent on such transactions. It has 
now been resolved that the rate of interest on money placed on deposit re- 
ceipt may be reduced to one and a-half per cent., and, as a matter of fact 
this rate will be immediately proposed. The next change is one which af- 
fects more closely the commercial community. Up to this time, interest has 
been allowed by the banks on money placed on current account calculated, 
in the option of the lender, either on the minimum monthly balance at one 
or at a lower rate on the daily balances. The latter arrangement is now to 
be discontinued altogether, and only the monthly balances taken into account 
in calculating interest on current accounts. 

DuBLin.—After the usual closure on the 14th of July, an official notice 
was issued, announcing a suspension in consequence of continued heavy with- 
drawals of deposits since the litigation of /ackson vs. the Munster Bank Di- 
vectors, and adding that by a careful realization, the bank’s securities would 
be amply sufficient to discharge its liabilities. The head office of the bank 
is. in Cork, but the central office is in Dublin. Last year the shareholders 
met and adopted a resolution requesting Mr. Shaw, M. P., the chairman, to 
retire, and Messrs. Jackson, Fitzgerald, and other shareholders instituted a 
suit to make the directors responsible for deficiencies caused by overdrafts to 
themselves. It transpired that Mr. Shaw was indebted to the bank £ 80,000. 
For several years the bank paid ten and twelve per cent. dividends, and its 
shares, with three-tenths paid up, were quoted as high as £10 10s. in re- 
cent years. Depression in business caused the last dividend to decline to 
eight per cent. Statements of recent litigation produced an uneasy feeling, 
and a heavy run resulted. The bank was unable to realize quickly enough 
to meet the demands. There is still an uncalled capital of £975,000, but 
it is hoped that there will be ample assets without making a further call. 
The bank will probably be reorganized in a new form. The liabilities of 
the Munster Bank of Cork and Dublin amount to $8,750,000. The major- 
ity of its shareholders are ladies, who are solely dependent upon its dividends 
for their income. The directors express confidence in their ability to meet 
the indebtedness. 

AN INTERESTING BLACK List.—The dressmakers of Paris, under the lead 
of the autocratic M. Worth, have undertaken a spirited and unique reform. 
They have recently published for mutual guidance, a list of 2,000 names of 
actresses, princesses, duchesses, wives of ostentatious Americans, and other 
gay residents of the metropolis who are considered bad customers by the 
trade. This list includes three classes. Class A names the insolvent one; 
class B comprises 1,200 names of those ‘‘ who, from vanity, order dresses 
they cannot afford to pay for” ; and class C includes those who, though rich, 
have to be sued before they will pay. A copy of this list having become 
public property, fashionable Paris is much incensed at having its failings ex- 


cd. 
vo OBITUARY. 


WATERLOO, N. Y.—General Mercer, President of the First National Bank 
of Waterloo, who died after a few days’ illness, was widely known and re- 
spected. Ie took an active part in politics, and was a Democratic Presiden- 
tial elector in the late election, and Quartermaster-General on Governor Cleve- 
land’s staff, and held the same position under Governor Hill. He was also 
a man of ripe experience in financial matters, and his character was without 
blemish. He stood high in public estimation, and in business circles his 
opinion was always respected. He entered that bank at the age of seven- 
teen, and was connected with it until his death. General Mercer was in his 
fifty-fifth year, and left four children, one of them, Mr. W. L. Mercer, being 
cashier of the bank, and will watch over the interests of this institution until 
his father’s successor is appointed. 
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XENIA, OHIO.—Mr. King, a prominent bank officer, whose death is an- 
nounced elsewhere, was born at Sufheld, Conn., and was in his 7Ist year 
when he died. He was raised on a farm, but at an early date commenced 
clerking in a store. When 25 or 30 years of age he went West. Fora year 
or two he followed merchandizing at Medina, O., and subsequently, for sev- 
eral years, was engaged in the same business and lived at Lima, Ohio. While 
living there, a friend persuaded him to remove to Xenia and engage with 
him in the powder business. He removed to Xenia in the year 1852 and 
the firm of King & Austin was formed and continued for several years, when 
Mr. Austin retired and the Miami Powder Company was organized. For 
twenty years Mr. King was the leading man and chief owner in the com- 
pany, and then sold out his interest to Eastern capitalists.. In the year 1878 
he organized King’s Great Western Powder Company. This concern is known 
all over the country as a very large affair—being perhaps the second largest 
powder mill west of the Alleghany mountains. Besides his powder mill business, 
Mr. King was largely interested in many other concerns and in banking. At a 
meeting of the Board of Directors of the Citizens’ National Bank, of which 
he was president, the following resolutions were adopted : 

Whereas—It has pleased Almighty God to remove from our midst, and 
from our Board of Directors, the President of our bank, J. W. King, and 
whereas Mr. King has long been known in this community as a moral, up- 
right citizen and business man, possessing sterling integrity, therefore 

Resolved—That in the death of Mr. King our Board of Directors feel that 
they have lost a genial, able, conscientious counsellor, whose place will be 
hard to fill 

Resolved—That the church has lost a noble, generous supporter; that the 
needy have lost a charitable friend ; that his family have lost a kind and 
loving husband and parent, and that we deeply sympathize with them in this 
great affliction. 

Resolved—That a copy of these resolutions be sent to the family of the 
deceased and a copy be furnished for publication in the city papers, and that 
they be spread upon the records of the bank. 


a... 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS, 
(Continued from July No., page 71.) 


3300 First National Bank............ Wm. M. Sleeth, 
Arkansas City, KAN. Harry P. Farrar, $50,000 
3361 Flint National Bank............ David S. Fox, 
Flint, MICH. C. S. Brown, 200,000 
3362 Western Reserve National Bank. Albert Wheeler, 
Warren, OHIO. O. L. Wolcott, 100,000 
3363 First National Bank............ Edward M., Parlin, 
Great Bend, KAN. Robert C. Bailey, 50,000 
3364 First National Bank............ F, McGiverin, 
Stanton, NEB. Levi Miller, 50,000 
3365 North Attleborough Nat’l Bank. Henry F. Barrows, 
North Attleborough, MAss. Edward R, Price, 150,000 
3366 Third National Bank........... Oliver Howard, 
Malone, N. Y. John C, Pease, 50,000 
3367 Northern National Bank........ J. Fred’k Sener, 
Lancaster, Pa. John C. Carter, 200,000 
3368 Norfolk National Bank ......... C. G. Ramsay, 
Norfolk, Va. C. Hardy, Act’g. 400,000 
3369 Lincoln National Bank ......... Stephen A. Foley, 
Lincoln, ILL. Geo. I. Harry, 60,000 
3370 First National Bank............ John C. Simpson, 


West Point, NEB. 


Wm. A. Black, 50,000 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


( Monthly List, continued from July No., page 72.) 
State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
CaL.... Los Angeles... Sav. B’k of Southern Cal. 
E. F. Spence, Pr. Sam’] B. Hunt, Sec. & 77. 
. Bijou Hulls Bank of Bijou Hills (A. L. Baker). 
i . B’k of Britton ( Bernston & Guillaudeu ). 
. Sioux Falls.... Minnehaha Nat’l Bank... 
$50,000 , E. A. Sherman, Pr. 
. Watertown..... Dakota State Bank 


Fort Gaines.... Exchange Bank 


. Lincoln Lincoln ore Bank... Gilman, Son & Co. 
A. Foley, Pr. Geo. I. Harry, Cas. 


Creston "yee & Tr. Co Chase National Bank. 
. B. Harsh, Pr. A. V. Scott, 77. 
Bank of Manson 
50,000 Henry J. Griswold, Pr. M. w. Fitz, Cas. 
iseieteatl Bank 
. W. Otis, Pr. Geo, Otis, Cas. 


KANSAS. cee Anthony as Bank Imp. & Traders’ National Bank. 
0,000 C. R. Miller, Pr. F. D. Denlinger, Cas. 
. Arkansas City. First National Bank Hanover National Bank. 
$ 50,000 Wm. M. Sleeth, Pr. Harry P. Farrar, Cas. 
T. F. Seymour & Co Thos. F. Seymour, Mgr. 
. Great Bend.... First National Bank 
$50, 000 =. Edward M, Parlin, Pr. Robert C. Bailey, Cas. 
: B. of Ness City (Borthwick Bros.) Gilman, Son & Co. 
. New Kiowa.... First Bank of Kiowa National Park Bank. 
A. W. Rumsey, Pr. A. J. Bentley, Cas. 
. N.Attleborough North Attleborough N. B. Ninth National Bank. 
$150,000 Henry F. Barrows, Pr. Edward R. Price, Cas. 
. Blissfield Jipson, Carter & Co Continental National Bank. 
li Flint National Bank National Park Bank. 
David S. Fox, Pr. C. S. Brown, Cas. 
. People’s Sav’s Bank Chase National Bank. 
$ 25,000 Wm. J. Beal, Pr. S. B. Carr, Cas. 
Bank of Elk River National Park Bank. 
000 Wm. H. Houlton, Pr. Henry Castle, Cas. 
Bank of Le Roy American Exchange Nat’l] Bank. 
W. H. Strong, Pr. B. F. Farmer, Cas. 
Pacific Bank (Cowles & Stickney). Kountze Bros. 
. Saline Co. Bank Hanover National Bank. 
$ 20,000 Dan’l W. Cook, Pr. O. J. Collman, Cas. 
. Plum Creek.... Plum Creek B’k ( Geo. B. Darr). Kountze Bros, 
First National Bank Chemical National Bank. 
$ 50,000 F. McGiverin, Pr. Levi Miller, Cas. 
. West Point... First National Bank 
$ 50,000 John C. Simpson, Pr. Wm. A. Black, Cas. 
A ae Third National Bank Central National Bank. 
Oliver Howard, Pr, John C. Pease, Cas. 
Wes Raines i Cooper & Brown American Exch, Nat’l Bank. 


Farmers’ Bank. Imp. & Traders’ National Bank, 
5; John P. Peck, Pr, Sam’! Irvine, Cas. 
Bt ie Western Reserve N.B.... 
Albert Wheeler, Pr. 
PENN... aaa 90 Nal’l Bank 
$ 200 J. Fred’k Sener, Pr. 
_ ore Mubianen.., . Nat’] B’k of Washington. 
TENN .. Columbia Columbia Bank’g Co Continental Nat’] Bank. 
5 J. M. Mayes, Pr. Lucius Frierson, Cas. 
eee i German Bank Edward Goldsmith, Cas. 
p: ee «+-.eee- Exchange Bank Kountze Bros. 
J. N. Israel, Pr. G. A. Archibald, Cas. 
Traders’ Bank American Exchange Nat’l Bank. 
Alex. Manning, Pr. H. S. Strathy, Mgr. 














CHANGES. OF PRESIDENT AND CASHIER. 


CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List, continued from July No. page 73.) 


Bank and place. Elected. ln place of 
N. Y. Ciry.—Commercial Nat’l Bank.. Francis Vouillon, 4. C.. segteoes 
CoL.... First National Bank, Chas. H, Stickney, V. Pr. ssaneees 
Longmont. } Eben White. Ass’¢ Cas.. cocccses 
Conn... Stafford N. B., Stafford Springs. L. W. Crane, Pr........ R. S. Beebe. 
DaK.... Merchants’ N. B., Deadwood... M. G. Lincoln, dss¢Cas. sw. ee eee 
GA. css b’k of the University, Athens... J. A. Hunnicutt, Pr..... M. Stanley. - 
w .. City National oe ; ree be — =a st - oes I. Drake. 
‘ ‘ » a Os 
ILLS.... First National Bank, Ottawa.. E. Y. Griggs, V. Pr..... Ww. Bushnell, 
Iowa... Creston National B’k, Creston. R. E. Boyer, Cas........ R. E. Boyer, Actg. 
KAN.... First Nat’l B’k, Arkansas City. F. W. Farrar, dss’t Cas. we ee ees 
uw _.. People’s Nat’l B’k, Clay Center. John Hanna, SS 
«  .. Nat’l Bank, of Lawrence Ee M. H. Newlin, Pr....... S. O. Thacher. 
w  .. First Nat’l Bk, Minneapolis,... Adolph Gilbert, V. Pr... can nee 
Ky..... Kentucky N. B., Louisville.... A. M. Quarrier, V. Pr... wen neee 
La...... Union N. B., New Orleans.... Adolph Meyer, V. ass own _W. Hartwell. 
Mass... Lincoln Nat’l B’k, Boston...... Nathaniel J. Rust, Pr.. . J. Davis. 
“aa a emg = iggy V~. Pr. Le. sss + tee 
w .. Cape Ann N. B., Gloucester.,.. John E. Somes, Pr...... ennis. 
a Hingham Nat’! B’k, Hingham. C. N. M. Lincoln, 4. C.. F. R. Hilliard. 
MICH. . American Exch, Nat’l B’k, § ee Tee 2. Miiisecse  . \ ahetewtn 
Detroit. a Hamilton Dey, Ass’t.C. «swe eee 
e ..« First Nat’l Bank, Detroit...... R. T. Gibbons, Ass’# C..  cecccces 
«  .. Flint National Bank, Flint. .... R. be Hagges? Le OP ganeqees 
Selden H. Gorham, V.P. ne eee 
w .. First Nat’] Bank, Marshall. 4 ey a 2 - ; a 
. E. Gorham, Ass’¢ C.. N. J. Frink. 
MINN. . First Nat’l Bank, Austin...... N. F. Banfield, Cas...... H. W. Page. 
NEB ... sang Bank s Ashland..... S 7 ny y US er " 
w .,. First National Bank, . R. Persinger, r..... J. R. Ratcliff. 
Central City. F. M. Persinger, Cas.... J. B. Lazear. 
N. Y.... National Bank of Genesee, { A. N. Cowdin, Pr....... H. U. Howard. 
Batavia. } Trumbull Cary, Cas..... A. N. Cowdin. 
o .. Mfrs. & Traders’ Bank, Pascal P. Pratt, P...... Henry Martin. 


Buffalo. | Francis H. Root, V./r.. Pascal P. Pratt. 
« .. Farmers’ N, B., Franklinville.. Abner P. Adams, Cas.... W. J. Weed. 


# .. Fulton Co. N. B., Gloversville. D. B. Judson, V. Pr..... senveews 
»  .. First National Bank, ( E. Morgon, Cas......... E. Morgan, Acég. 
Jamestown.) J. W. King, Ass’? Cas... E. Morgan. 
w .. Nat’l Bank, of Kinderhook.... Calvin Ackley, Cas...... A. Wynkoop. 
w .. National Bank of Rondout, Geo. H. Sharpe, Pr..... J. Hasbrouck. 
Kingston. A. Hasbrouck, V. Pr.... Geo. H. Sharpe. 
w .. Third National Bank, Malone. L. Whitney, V. Pr...... = ca cecece 
OHIO... Merchants’ Nat’l B’k, Dayton.. John F. Beaver, 4sstC. _—_.... ee ‘ 
# .. First Nat’l Bank, Marietta...... E. M. Booth, Cas.. ..... E. R. Dale. 
err Perkiomen N.B., E. Greenville. David G. Clemmer, ?r.. M. Alderfer.* 
w .. Keystone N. B’k, Philadelphia. Granville B. HainesV.P. __......... 
w _.. Nat’l Bank of Germantown, , C. W. Otto, V. Pr...... wen wneee 
Philadelphia. } C. S. Tyson, Cas... .... C. W. Otto. 
R.I.... Ashaway Nat’l B’k, Ashaway.. F. Hill, Cas............. O. Longworthy 
S. C.... Nat’l Bank of Spartanburg.... E. C. McLaughlin, 4. C. W. E. Burnett. 
T . First Nat’] Bank, El] Paso..... H. D. Meyers, Ass’t Cas. ss cacwecee 
Was, T. First Nat’l B’k, North Yakima. Edward Whitson, V. Pr. ss... ew ee 


* Deceased 
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CHANGES, DISSOLUTIONS, ETC. 


(Monthly List, continued from July No., page 74.) 


Oar ee RES co dcncdseone Union National Bank ; liquidating. 

GA..... Cartersville.... Exch. & Deposit B’k (J. J. Howard & Son); suspended. 
» .,, Fort Gaines.... Wilson & Butler ; succeeded by Exchange Bank. 

IND..... South Whitley. John Arnold & Co.; succeeded by James Arnold & Co. 


BLAS... «= GAROOIR. . 6. 6000 Lincoln Sav., Loan & Tr. Co.; succeeded by Lincoln N. B. 
Iowa... Ogden......... John D. Gillett ; suspended. 
aes, se B’k of Shelby (J. D. Caughran); now L. F. Smith, prop. 
Kan,... Arkansas City.. Crowley County Bank; now First National Bank. 
ia ssa Kansas State Bank ; now Anthony National Bank. 
el B’k of Delphos ( Frank M. Sexton); now Sexton & Billings, 
proprietors. 
Pl stres Louisville...... A. D. Hunt & Co.; closing up business. 
Mass... N.Attleborough Attleborough N. B.; succeeded by North Attleborough N. B. 
MICH... Blissfield ..... Gilmore & Co.; sold out to Jipson, Carter & Co. 
— se ee American Nat’! Bank; now American Exchange Nat’! B’k. 
B35) 4 SE eddeon $006 First National Bank; now Flint National Bank. 
« .. North Lansing. Exchange Bank ; succeeded by People’s Sav’gs Bank. 
NeEB.... Harvard...... . L. A. Payne & Co.; now Payne, Penfield & Co. 
ee, Madison Co. Sav’gs B’k; sold out to Wohlford Bros. & Co. 
Sse wsescces Bank of Neligh (Roche, Anderson & Ray); now Roche & 
Anderson, proprietors. 
N. Y.... Brooklyn....... Mfrs. Nat’! B’k of N. Y.; now Mfrs. Nat’l B’k of Brooklyn. 
N. C.... Statesville...... W. J. Coite; gone out of banking business. 
ES ee Bauman’s Bank ( E. E. Bauman); going out of business. 
w _.,. Coshocton..... John G. Stewart ; succeeded by Farmers’ Bank. 
a ee Trumbull Nat’l B’k ; succeeded by Western Reserve N, B. 
opp ND. inc cces Peet & Hoiles ; now Peet Bros. 
TENN .. Columbia...... First National Bank ; succeeded by the Columbia Bkg. Co. 
# ..Memphis...... Manhattan Bank ; succeeded by the German Bank. 


Wis.... Merrill ........ Ross & Scott; now Ross & McCord. 
.. Milwaukee..... Tweedy, Imbrie & Co.; now Tweedy Bros. & Co. 


>... 
ee 








JAPAN.—A despatch announces that Japan will resume specie. payments on 
the 1st of January, 1886. It is stated that the amount of paper money out- 
standing is now about 120,500,000 yen, the yen being equivalent at the 
latest official valuation to 85.8 cents of United States money. Consular re- 
ports, cated a little more than a year ago, showed that the amount of paper 
then outstanding was, of Government issue, 98,000,000 yen, and of bank 
notes 31,357,563 yen, so that, if the despatches now received are correct, 
there has been a reduction of more than 9,000,000 yen during the past year. 
A year ago the amount of gold in the Treasury was about 8,000,000 yen, 
and in circulation about 84,000,000 yen; the amount of silver in the Treas- 
ury was 16,834,498 yen, and in circulation over 28,000,000 yen. 


LONDON BANK OF MExico has made a flank movement against the Na- 
tional Bank of Mexico The Government some months ago granted the 
National Bank the exclusive right to issue circulating notes. In considera- 
tion of this privilege the bank has from time to time loaned the Diaz Gov- 
ernment large sums. It is currently stated in banking circles that these 
loans aggregate over $3,000,000. The other banks have steadily fought the 
legality of this concession to the National Bank, but they are making no 
headway. It is stated that the Government has about milked the National 
Bank dry, and considerable surprise was manifested when it leaked out that 
the London Bank of Mexico had made a proposition to loan the Govern- 
ment $8,000,000 in order to be allowed to retain its large circulation issued 
prior to the issue of the exclusive privilege to the National Bank. It is 
said the Government wants to accept the proposition if it can see its way 
clear to do so. This offer has precipitated a great fight between the foreign 
banks for the control of Mexico’s finances. 
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THE BANKER’S MAGAZINE. 


NOTES ON THE MONEY MARKET. 
A FINANCIAL AND COMMERCIAL REVIEW. 


The month just ended has been one of more than midsummer dullness, ‘in 
most lines of legitimate trade, as it has been one of more than midsummer 
heat. Yet it has, at the same time, been one of more than the usual activ- 
ity and strength, at this season of the year, in some of the speculative mar- 
kets, notably those for stocks, petroleum and cotton. This movement, how- 
ever, has been due to special and separate causes, in each of the markets 
named, and not to a general improvement in actual business, though there 
have been more indications of coming improvement than during the month of 
June. Indeed there has been an increased volume of trade in some legiti- 
mate branches, either in consequence of increasing consumption or of an 
anticipation thereof, early in the fall. The fact that anybody has had the 
courage to anticipate anything, is an encouraging sign of returning confidence 
in better business after this summer. As speculation occupies the first place and 
is the form in which the confidence that anticipates and helps to hasten the 
return of activity, is seen, the large advance in stocks, and their old-time 
activity has been significant of more than the special cause that started 
it. The improving demand for iron and wool at this season has the same 
significance. 

The stock market is widening by the gradual return of investors, who 
have advanced bonds heavily by their free purchases in competition with the 
enormous speculative demand for some issues, such as the West Shore firsts 
and Erie seconds, for the purpose of securing control of rival properties. 
Simultaneously, professional speculators, who had been operating on the bear 
side of the market for two years, turned bulls, either upon their ‘‘inner con- 
sciousness,”’ that there was to be a change in the speculative situation, or 
upon information by the parties to the Trunk Line settlement, which was 
pending, of what was going on. Hence, the combined forces of investors 
and speculators and railroad managers were operating for the advance, led 
by the Vanderbilt stocks, under his purchases and those of his followers, in 
anticipation of the transfer of the West Shore bone of contention in this 
State to the New York Central road, and of the South Pennsylvania causus 
belli in that State to the road of that name. ) 

There was, however, one exception, in the case of the largest operator in 
stocks and some of his followers, who had been the recognized heads of the 
bull party on the Stock Exchange for two years past. He seems to have 
been carefully and purposely kept in ignorance of what was going on be- 
tween the two great factors in the Trunk line settlement. Hence, when 
the advance began, he is supposed to have been heavily short of the Vander- 
bilt stocks, as is his custom, for a hedge against stocks of which he was 
known to be heavily long. This operator is said to have improved this first 
strength in the Vanderbilts, to sell his long stocks, and before he became 
aware of what was up, there was a heavy loss against him, on the Vander- 
bilt’s, while he had secured but little advance on his own stocks. Seeing 
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that the proposed Trunk Line settlement, which he had supposed impossible 
without consulting him, was certain to be effected, and that with it, the 
Vanderbilt stocks would recover a large part of their late heavy break, and 
hold the advance, he is said to have covered at near the top, and to have 
gone heavily short of his own favorites at the same time. That these 
rumors were correct seems reasonably true, from the fact that the Gould 
stocks, which he chiefly dealt in, advanced the least of anything on the 
list, although they had been the most persistently bulled of the whole list 
for months before. This, of course, must have been due to free selling, or 
to indisposition of large holders to bull them, in either of which cases, those 
who controlled them, must have been bears, and on the wrong side of the 
market, on the up, as they had been on the down, of the past two years. 
Equally does the heavy break in the Gould stocks, since the culmination of 
the advance in the Vanderbilts and their comparative steadiness, corroborate 
these rumors, and this theory of the position of the great operators and of the 
market. : 

This change of condition of things, and these altered positions of men on 
Wall Street are thus carefully detailed, because upon these changes depends the 
future of the market. That this badly worsted bear, on the rise is a genuine 
bear, is not possible, as his vested interests are all on the bull side and are 
large. But he lost his usual line of stocks on the advance without getting it 
and he is now supposed to be breaking his own stocks to get them back as 
cheaply as possible. At the same time, the steadiness of the Vanderbilts on 
the reaction indicates that they have been bought to hold, and not for a 
‘*turn on the market.” Hence, nobody dare sell them short. This is signifi- 
cant, for they advanced the most rapidly and sharply of any stocks, and their 
going back the least of any, has created the impression that they have gone 
back into Mr. Vanderbilt’s strong box to stay till better times and for higher 
prices, based upon what he knows of the business of his own lines and of 
what he has done to prevent dangerous competition in the future, such as 
has nearly brought his roads to bankruptcy, the past year. 

These are developments of which there was not the slightest prospect, appar- 
ently, at the writing of our last review; and which have so completely changed 
the situation of the stock market from what it was when we last wrote. These 
two most powerful railroad systems in the country, with the most powerful 
men in the country back of them, have turned the tide in the stock market 


at last, and have placed their enormous influence upon the bull side of stocks — 


for the first time in one, if not two years, apparently to stay, by giving a 
basis of higher values for their own stocks, and hence for those of the other 
trunk lines and ail their dependencies. 

As this must affect the whole railway system of the country, and end the 
ruinous war of rates from the Atlantic to the Pacific oceans, this settle- 
ment is of the utmost importance upon prospective railroad earnings, and 
therefore upon the financial affairs of the whole country and of the individ- 
uals who own their securities. It will do more to restore confidence than 
anything that has occurred in the railroad world in the past three years. 
Railroads will now dare to anticipate their near future wants, while they can 
avail themselves of the present lowest prices in years, of materials and sup- 
plies, used in their repairs, replenishment, construction and operation. All 
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whose finances, present, or even prospective, will permit them to take advan- 
tage of these prices, will now begin to anticipate their wants, as well as pro- 
vide for those which are already imperative and required attention long ago. 
This can but exert an immediate influence on the iron interests, and set 
those connected with railroads in operation at an early day. Indeed, the 
slight improvement noted during the month is no doubt traceable to grow- 
ing demands from railroads, which would soon reduce the larger stocks now 
on hand than a year ago, both of iron and steel, and restore consumption 
to last year’s level before the close of this year. Such a revival of iron in- 
terests would give the coal interest the help it so much needs, and with it 
help, in turn, the transportation interests materially, especially of the coal. 
roads. 

As to the earnings of the trunk lines, after their peace preliminaries are 
settled, it is to be said that increased freight rates will no doubt reduce 
tonnage until the water routes are closed, as they did the last week of the 
month, about one-half. Yet, as the rates obtained were more than double, 
there will be no loss on the through business, while the local will pay double 
the old earnings. As the local is greater than the through from Chicago during 
the opening of navigation, the roads should make a considerable gain in 
earnings, even before the lakes are closed. The crop prospects for wheat, 
however, are poorer than a month ago, by reason of some damage through- 
out the North-west to the spring wheat, which is likely to prove below an 
average crop, while the winter crop of the West and South-west will be more 
than one hundred million bushels short of last year. Against this, however, 
the West is estimated to hold as much of the old crop, which will give 
the roads an average wheat crop to move, provided Europe wants it. At 
present, exporters are more than indifferent, as they have been since the Rus- 
sian war scare was ended. The wet weather of late June and early July in 
Europe has been succeeded, as here, by fine harvest weather, and England 
and France have better prospects than a month ago. Indeed, they are now 
regarded as so good, as to exert a bearish influence on our markets, as they 
have done both here and in Europe for the latter half of the month, and 
reduced our exports of wheat and flour materially. As to the prospects of 
the corn crop, nothing has been left to be desired since this essentially corn 
weather of July. The acreage and condition are above an average, and, as 
we predicted before the planting season, we will have such productions of 
corn, as well as of oats and live stock, as this country has never seen, and 
possibly an over production. There are indications of this already in the 
cattle market, which has declined since our last, in the face even of moder- 
ate or light supplies, except for heavy shipping stock, because of the enor- 
mous supply back, which leads buyers to hold off, except for heavy shipping. 
In fact, the apprehensions expressed in our last, that the summer supply of hogs 
would not hold up to expectations, have been removed by larger receipts and 
heavier weights than usual at this season, during all but the first week of 
the month. 

The cotton -crop has done as finely as corn, under equally favorable 
weather for its rapid growth. Indeed, so fine have the prospects been re- 
garded, that the speculators anticipated an enormous crop, by selling the mar- 
ket down heavily, during the middle of the month. Near the close, however, 
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they were caught on the August option, which had been oversold, because of 
the premium at which that month was held by a clique Of bulls, who finally 
squeezed the shorts pretty sharply. On the other hand, the cotton-goods 
market is still overstocked, the mills are on short time in some places and 
stopped in others, as in England, during the month, on account of a strike. 

The petroleum market has contested the palm for activity with the stock 
market, with which it now sympathizes quite closely since the dealings have 
been transferred from the oil regions to New York and concentrated at one 
exchange, whose members are largely identified with the stock exchange, 
and who now control prices of oil more than the Standard Company. From 
above goc. for crude, at the beginning of the month, it was run up to 103 
before the middle, from which it suddenly broke back to about the starting 
point, and was then ‘‘jerked up” to 101, from which it fell back to 95, and 
was then lifted to 99 again before the close. The big bull party was thought 
to embrace the Standard and large Wall Street operators, who ‘‘ milked” the 
‘‘shorts” and ‘‘longs” until the market appears about dry. 

The grain markets have been nearly featureless, all the month, with a dragging 
trade and a weakening tendency, with few brief exceptions, while fluctuations 
have rarely been more than fractional during the time. There has been a 
little ‘‘ posting” of ‘‘ hot” grain here, but still very little, for the heated term 
we have experienced. There has been little or no manipulation, for those 
who were ‘‘iong,” have thrown over their load, tired of trying to bull a 
market that could not be moved up a full point, except on the temporary 
Russia-English war flurry. 

The minor markets have dragged along in much the same rut as bread- 
stuffs and provisions, although the latter have been firmer than grain, because 
of the expected falling off in receipts of hogs and fair Southern demand for 
meats, neither of which elements stregthens prices at the close. 

The money and foreign exchange markets have exerted no influence on 
business during the month, although the accumulation of the bank reserve 
has been checked for the time. The only feature of the money market is 
the trouble caused the United States Treasury by the continued accumulation 
of silver and loss of gold. But the banks advanced the Government six 
millions of gold at the last of the month, and have pledged four millions more, 
which is expected to keep the Treasury gold balance all right till Congress 
meets, and stops the coinage of silver. 

General trade has been unusually light, except for hot weather goods, for 
which there has been a good demand, as well as for summer hotel sup_ 
plies, which have been in active request. The same cause should make the 
earnings of passenger transportation companies show well for July, which 
will doubtless have the honor of witnessing the bottom of this last great de- 
pression and the turn for better times. Indeed, while doing little now, there 
is a perceptible change in the tone of business-men’s talk of the autumn, to 
which everyone seems to be looking forward with confidence, or a sigh of 
relief. 

Since the above was written, generally accredited rumors make it more 
than possible that the combination between the New York Central and the 
Pennsylvania roads for an offensive alliance against the other trunk lines, 
especially the Baltimore and Ohio, and probably the Erie, has already resulted 
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in an equally aggressive and powerful counter-combination between the latter 
road, the Reading, and Mr. Gould and his roads, by which he will let this road 
into New York over the Jersey Central, in exchange for the virtual control 
of the Baltimore and Ohio Telegraph lines by the Western Union. It is as- 
serted that Mr. Gould has bought a controlling interest in Jersey Central 
since Vanderbilt’s scheme leaked out, in order to checkmate him, and also to 
revenge for not being let into it, and for being caught by it on the stock 
market. This accounts for the advance in Jersey Central and Erie, after the 
boom had spent itself in the Vanderbilts, and gives color to the above rumors, 
If these prove true, the ‘“‘trunk line settlement” is not yet settled, and war 
to the knife between Pennsylvania and Central on one side, and Baltimore & 
Ohio, Reading, and Erie on the other, with the Lackawanna and Grand Trunk 
as side partners, is more than likely, and may upset the well-laid plans of 
Vanderbilt. 

The carpet weavers’ troubles have broken out afresh again, and another 
strike in Philadelphia and Yonkers has begun. The latest reports from the 
North-west estimate much greater damage to spring wheat,’ and the market 
advanced over one cent on the news. Petroleum passed above the dollar line 
again, and cotton was pushed up by the clique still further. 

The reports of the New York Clearing-house returns compare as follows: 

1885. Loans. Specie. Legal Tenders. Deposits. Circulation Surplus. 
July 3. + $ 307,206,400 .$114,119,009 . $ 42,688,000 . $ 380,798,800 . $9,839,300 . $61,607,900 

“ 11... 306,591,800 . 116,215,100 . 43,625,300 . 383,758,700 » 9,709,800 ° 63,900,725 

** 18... 307,627,700 . 116,346,200 . 45,198,100 . 387,883,300 . 9,737,900 | 64,573,475 

“© 25... 308,113,200 . 115,733,400 - 44,876,200 . 385,065,700 . 9,701,200 . 64,343,175 
Aug. 1..+ 306,309,900 . 115,493,900. 44,980,600 . 383,001,600. 9,675,200 . 64,724,100 

The Boston bank statement is as follows: 

1885. Loans. Specie. Legal Tenders Deposits. Circulation. 

$ 149,703,700 -+-- $8,777,400 .... $5,433,300 «++ $109,454,000 .... $ 21,905,000 
150,211,300 .... 8,782,500 .... 5,372,300 «+02 106,492,190 .... 22,005,800 
150,342,200 «+++ 8,789,900 ...,. 4,864,100 «es 111,624,600 .... 21,861,100 
150,470,700 sees 9,365,900 «+06 5,051,300 .... 112,422,g0O ....° 21,792,100 
150,925,500 «+++ 8,837,000 «+++ 5,101,700 «ees 112,363,500 «+++ 21,683,900 

The Clearing-house exhibit of the Philadelphia banks is as annexed : 

1885. Loans Reserves Deposits. Circu/atior, 
July eesceses $75,541,900 sees $27,150,700 we-+ $78,704,300 saan $ 7,375,500 

os $ebeve be 76,086,800 vées 27,423,600 sees 78,961,700 cee 7,306,300 

” 76,373,000 eoes 27,398,300 seee 79,538,600 ata 7,361,500 

© 35..e000%2 76,050,000 wees 27,619,900 sess 79,044,700 cee 7,303,500 


RDI 
DEATHS. 


BLACKINTON.—On July 24, aged fifty-five years, SANFORD BLACKINTON, President 
of the Adams National Bank, North Adams, Mass. 

DENNIS.—On June 29, aged forty-eight years, J. G. DENNIS, President of the 
Cape Ann National Bank, Gloucester, Mass. 

LowrREY.—On July 27, aged sixty-four years, JOSEPH S. LOWREY, President of 
the Fifth Avenue Bank, New York City. 

McGie.—On July 18, aged seventy-seven years, DANIEL MCGIE, of the firm of 
Daniel McGie & Son, Quebec, Canada. 

MERCER.—On July 13, aged fifty-five years, MYNDERT D. MERCER, President of 
the First National Bank, WaterJoo, N. Y. 








